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ABSTRACT

The Relationship Between Brand Loyalty and Financial Performance:
An Empirical Study on the Hotel Industry in Las Vegas

by
Hye-soon Park
Dr. Billy Bai, Examination Committee Chair
Assistant Professor o f Tourism & Convention Administration
University o f Nevada, Las Vegas

The primary objective o f this study was to examine the relationship between brand
loyalty and financial performance o f Las Vegas hotels. This study also investigated the
impact o f the age o f a property and development costs on financial performance. The
study used convenience sampling collecting data from a total o f 315 visitors who
currently stayed at the selected 12 hotels in Las Vegas during the survey period. The data
was collected on the Las Vegas Strip through self-administered questionnaire and was
analyzed using multiple regression. Results indicate that there was a significant
relationship between brand loyalty and financial performance in hotels. That is, brand
loyalty contributes to increasing financial performance. The findings also suggest that the
age o f a property and development costs had significant impact on financial performance,
respectively. The findings o f this study not only provide support for previous studies but
also serve as guide for future studies on the relationship between brand loyalty and
financial performance in the hotel industry.
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CHAPTER 1

INTRODUCTION
Background o f the Study
Many hospitality firms have had difficulty increasing their market share due to the
rise in international competition, slower growth rates, decreased population growth, and
oversupplied and mature markets (Tepeci, 1999). Since the events o f September 11, 2001,
flight schedules have been cut back and travel has decreased dramatically, causing the
hotel business volume to fall sharply (O'Neill & Lloyd-Jones, 2002). Moreover, events
such as the sputtering economy, corporate cutbacks in travel, terrorist threats, a war in
Iraq, and chaos in the airline industry have created more problems for hotel services
(Ruggless, 2003). These events and trends have resulted in a substantial decline in
revenue per available room (RevPAR), sales growth, and returns on assets (ROA) for the
industry as a whole.
Prompted by occupancy levels which were initially well below the break-even levels,
hotel owners and managers responded by quickly moving to a price-driven marketing
strategy and by offering dramatic discounts to attract patrons. Firms also increased sales
and their market shares by expanding their distribution channels, as well as launching
promotional campaigns. However, these methods only reflect a marketing perspective.
Recently, there has been a positive change in the way marketing activities are being
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viewed by some marketing professionals, enlightened senior managers, and
innovative managers in other areas, such as finance (Srivastava, Shervani, & Fahey,
1998).
It is necessary for marketers to continuously identify and cope with the changes in the
underlying assumptions regarding the field o f marketing. Also, m arketing’s traditional
assumptions must be extended to embrace the marketing-finance interface. These new
assumptions, which address the relationships between marketing and finance, do not
replace traditional assumptions. Rather, they add to and incorporate new assumptions.
The primary difference between the two assumptions is that while traditional marketing
activities focus primarily on the success in a product marketplace, emerging marketing
activities emphasize the relationship between marketing and finance, which must be
managed systematically (Srivastava et al., 1998). Table 1 compares traditional
assumptions and emerging assumptions.
Simons (1999) argues that when measuring firm performance, profit performance and
external markets are significantly related. Therefore, the performance needs to be
assessed from the perspective o f major market constituents. Smith and W right (2004)
mention non-financial measures, such as customer satisfaction and customer loyalty, to
be useful in making this assessment because o f the expected cause-and-effect relation
between market performance and financial outcome.
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Table 1
Assumptions about the M arketing-Finance Interface
Traditional Assumptions

Emerging Assumptions

Create value for customers: win

Create and manage market-based

in the product marketplace

assets to deliver shareholder value

Relationship between

Positive product-market results

Marketing-finance interface must

marketing and finance

translate in positive financial

be managed systematically

Purpose o f marketing

results
Perspective on customers

The object o f marketing’s actions

and channels
Input to marketing analysis

Conception o f assets

A relational asset that must be
cultivated and leveraged

Understanding o f the

Financial consequences o f

marketplace and organization

marketing decisions

Primarily specific to the

Result from the com m ingling o f

organization

the organization and the
environment

Marketing decision-making

Principally marketing

All relevant managers irrespective

participants: internal

professionals: others if deemed

o f function or position

necessary
Marketing stakeholders:

Customers, competitors.

external

channels, regulators

What is measured

Product-market results:

Financial results, configuration o f

assessments o f customers,

market-based assets

Shareholders, potential investors

channels, and competitors
Operational measures

Sales volume, market share.

Net present value o f cash flow:

customer satisfaction, return on

shareholder value

sales, assets, and equity

Note. An adaptation from the works o f Srivastava, Shervani, & Fahey, (1998).
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However, customer loyalty is strictly distinguished from customer satisfaction.
Customer satisfaction measures how well a customer’s expectations are met by a given
transaction. Whereas customer loyalty determines how likely a customer is to return, and
also gauges how willing that person is to perform partner-like activities for the product or
service (Bowen & Shoemaker, 1998). Bowen and Shoemaker state that customer
satisfaction is a requisite for loyalty, but satisfied customers may not become loyal
customers. They also add that although customer satisfaction is important, loyal
customers are more valuable than satisfied customers. A satisfied customer who does not
return and does not spread positive words has no net present value to the company.
Horstmann (1997) also studies the relationship between a customer’s satisfaction and
loyalty. The results reveal customer satisfaction and loyalty to have a high correlation,
but different driving factors. Furthermore, the loyalty measures turned out to be a better
predictor o f actual customer behavior than the overall measure o f customer satisfaction.
Hotel managers know that firms can improve their profits and market share by
satisfying customers. According to Kandampully and Suharanto (2000), satisfying
customers alone is not enough, since it does not guarantee their return to purchase the
brand. It is becoming apparent that customer loyalty is significantly more important than
customer satisfaction for a business organization to achieve success.
Numerous studies have been conducted to measure brand loyalty within the service
industry. However, there are very few researchers who have studied the relationship
between brand loyalty and a firm ’s financial performance within the hotel industry.
Rather than focusing on the impact o f brand loyalty on financial performance in the
hotel industry, Kim, Kim, and A n (2003) examine the underlying four dimensions o f
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brand equity and how they affect financial performance in hotel firms. The four
dimensions include brand loyalty, brand awareness, brand image, and perceived quality.
Their study, using data collected from 12 luxury hotels, found that brand loyalty,
perceived quality, and brand image are important components o f consumer-based brand
equity. Also in the study, three variables consisting o f brand loyalty, brand awareness,
and brand image, appeared to be the most influential measures that affect financial
performance.
Similarly, Kim, and Kim (2004) find a positive relationship between brand equity and
revenue. The more brand equity a quick-service restaurant has, the more revenue it
produces. To measure brand equity across the industries, they tested the following four
elements o f brand equity: brand awareness; brand image; brand loyalty; and perceived
quality. Among these elements, awareness appeared to have the smallest effect on brand
equity, being far eclipsed by image, loyalty, and product quality.
Yoo, Donthu, and Lee (2000) explore the relationships between selected marketing
mix elements and the creation o f brand equity in a field survey o f existing brands in three
product categories: athletic shoes, camera film, and color television sets. The study finds
that brand loyalty is the most influential dimension among Aaker’s (1991) four
theoretically defined dimensions o f customer-based brand equity, which are brand loyalty,
brand awareness, perceived quality, and brand association. The same result is found in
the study by Atilgan, Aksoy, and Akinci (2005), which uses the same model, same profile
and same methodology. The study is conducted for different products in a different
country from the study developed by Yoo et al; beverage market in Turkey was targeted.
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In their study, O ’Neill and Mattila (2006) claim that although occupancy, ADR
(Average Daily Room Rate), and RevPAR explain a large amount o f the variation in a
hotel’s bottom line, there are additional important factors potentially affecting its bottom
line. They found that in addition to occupancy and ADR, property age and brand
affiliation are significant predictors o f profitability in hotels. Conversely, the number of
rooms, location type, and region failed to explain variation o f profitability in hotels.
This study examines the impact o f brand loyalty, which is known to be the most
effective among Aaker’s four components o f customer-based brand equity. This study
also examines the impact o f the age o f property and development costs on the
performance o f hotel firms. The findings o f the study may enable service operators to
better understand their level o f brand loyalty and the importance o f their property’s age
and development eosts and to determine whether strengthening brand loyalty is an
effective way to improve their financial performance in the hotel industry.

Purpose o f the Study
Previous research has revealed the identification and utilization o f both a behavioral
and attitudinal eommitment and has been an effeetive way to operationalize loyalty
(Baldinger & Rubinson, 1996; Dick & Basu, 1994; Jacoby, 1971; Jacoby & Kyner, 1973).
Based on previous studies, the main purpose o f the current study is to investigate the
relationship between a two dimensional-based brand loyalty, behavioral and attitudinal,
and a hotel firm’s financial performance. To achieve this purpose, a survey was
condueted to measure brand loyalty. RevPAR was employed to measure the financial
performance in Las Vegas hotels. The survey results and RevPAR data indicated the
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current status o f Las Vegas hotels in terms o f the level o f brand loyalty and RevPAR. In
addition, the study ean provide a better understanding o f the role and definitions o f brand
loyalty, as well as verify the importance o f brand loyalty in the context o f hotel industry.
This study is different from previous studies in following ways. First, the focus o f this
study is on a single industry, i.e., the hotel industry, in order to avoid inter-industries
effects. Second, this study uses only RevPAR data, rather than a widely used set o f
accounting measures such as return on assets, return on equity, return on investment,
operating return and profit margin or a market measure such as stock return, to measure
financial performance in the hotel industry. Third, seven constructs used in this study
measure comprehensively the two dimensions o f brand loyalty: behavioral and attitudinal
loyalty.
Over the past decade, researeh on brand loyalty has led to a rieh understanding o f
customer expectations and service quality. However, most previous studies use different
industries as samples, rather than the hotel industry. Thus, this study attempts to extend
previous research on brand loyalty and financial performance relationship into the hotel
industry. By choosing the hotel industry to investigate the impact o f brand loyalty on a
hotel firm’s financial performance, this study hopefully ean enable researehers and
practitioners to determine if enhancing brand loyalty is an efficient marketing strategy to
improve financial performance in hotel industry.
This study also investigates whether the age o f property and development costs have
an impact on financial performance in hotels. W amick & Company (1999) argue that the
age (the built year) o f a property is also one o f the factors that impact on RevPAR. To
eheck the impaet o f the age o f property and development costs on financial performance.
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these two variables were treated as control variables. By examining the relationship
between the two non-brand loyalty variables, the age o f a property and development costs,
and financial performance, the study may provide the researchers and practitioners with
an idea o f how important the two factors are in hotels’ financial performance.

Research Questions
This study is eonducted to examine the relationship between brand loyalty and
financial performance in the hotel industry. Research questions related to the purpose are
formed as follows:
1. Is there a significant relationship between brand loyalty and financial performance in
hotels? If there is a signifieant relationship, how is performance related to the brand
loyalty?
2. If there is a significant relationship between brand loyalty and financial performance,
do the impacts differ upon behavioral brand loyalty and attitudinal brand loyalty? If the
impacts o f behavioral brand loyalty on performance and attitudinal brand loyalty on
performance are different, how are they different?
3. Do the age o f property and development costs have significant impact on financial
performance in hotels? If there is a relationship, how is performance related to those two
non-brand loyalty variables, the age o f property and development eosts?

Contribution o f the Study
Most business executives might agree that brand loyalty has a major effect on the
financial performance o f their eompany in a wide range o f other industrial sectors as well
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as in hotel industry. Aequiring new customers is typically much more expensive than
maintaining existing customers, and customers tend to become more profitable the longer
they stay with the company. In addition, loyal and satisfied customers are more likely to
generate new business by providing positive references to friends and colleagues
(Reichheld, 1993). M any loyalty advoeates also claim that loyal customers eost less to
serve and are willing to pay more for goods or serviee, as well as aet as being effeetive
marketers for a company’s products (Reinartz & Kumar, 2002). Therefore, there is a need
and an importance for researchers and practitioners in the hotel industry to gain strategic
insights regarding positioning and strengthening its brand loyalty.
This study will contribute to narrowing the gaps among previous studies on the
concept o f brand loyalty and will clarify the relationship between brand loyalty and
financial performance in the hotel industry. Thus, the findings o f the study will help
marketing managers and academic researchers better understand and develop better
measures o f brand loyalty, which has been defined in numerous ways. Brand loyalty
measures will help hoteliers identify how loyal the customers are toward the hotel, why
they are loyal, whieh eonstruct is the most influential component in forming their brand
loyalty toward the hotel, and which other brands remain in the customers’ choice set so
that hotel managers know its competition and can plan to retain its customers. It will also
provide empirical evidence and suggestions as to whether establishing and reinforeement
o f brand loyalty is a valid strategy to improve a firm’s performance, in terms o f
profitability in the hotel industry.
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Limitations o f the Study
The study has the following limitations.
1. This study did not investigate other possible extraneous factors which could affect a
firm’s performance besides brand loyalty, the age o f property and development eosts.
One o f the biggest challenges is evaluating the wide range o f factors not directly related
to loyalty which can influence the financial performance o f a eompany. For example, the
overall condition o f the eeonomy can have a dramatic effect on a company’s financial
performance. Although companies with a high loyal customer base may be better
positioned to prosper in tough times, customer loyalty does not make a company
completely immune to the ups and downs o f the economy. However, other external
factors, such as product innovation, sales promotions, or management strategies can also
have major impacts on the relationship between loyalty and performance o f the firm.
2. The data concerning brand loyalty and the hotel’s financial data (i.e., RevPAR) were
collected during different time periods; RevPAR data was collected in the 4th quarter o f
2005, and the survey for brand loyalty was condueted in the 1st quarter o f 2006. However,
the quarterly RevPAR data for the 12 selected hotels does not show a significant
difference throughout the year o f 2005. Therefore, this study is based on the assumption
that the 2006 1st quarter RevPAR data will not be significantly different from the 2005
4th quarter RevPAR data. Table 2 shows the 2005 quarterly data o f selected 12 hotels. In
Table 2, RevPAR from 1st quarter o f 2005 are exeluded because it is hard to get the data
due to MGM Mirage's aequisition o f Mandalay Resort Group which occurred during the
period.

10
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Table 2

2005 Quarterly RevPAR Data
2005
2nd

3rd

4th

Bellagio

$237

$213

$230

Circus Circus Las Vegas

$61

$59

$56

Excalibur

$86

$79

$79

Luxor

$114

$106

$113

Mandalay Bay

$199

$187

$175

MGM Grand Las Vegas

$148

$132

$134

The Mirage

$166

$150

$154

Monte Carlo

$123

$108

$113

New York-New York

$134

$121

$124

Treasure Island

$130

$115

$114

Venetian

$228

$195

$214

Wynn Las Vegas

$255

$246

$258

Note. Source from http://www.mgmmirage.com. http://www.forbes.com.
http://biz.vahoo.com.

Delimitations
The scope o f the study is delimited by:
1. The hotels represented in this study consist o f 12 Las Vegas hotels for which
RevPAR data were available on the website www.mgmmirage.com.
http://www.forbes.com. and http://biz.vahoo.com. The 12 hotels are Bellagio, Circus
Circus, Excalibur, Luxor, Mandalay Bay, MGM Grand, The Mirage, Monte Carlo, New
York-New York, Treasure Island, Venetian, and Wynn Resort.

11
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2. Rather than other accounting ratios, RevPAR was used as a measure o f hotel financial
performance.

Organization o f the Study
The study is designed to investigate the relationship between brand loyalty and firm
performanee in the hotel industry. Chapter 1 provides background, purpose, contribution,
limitation, delimitations o f the study, and definition o f terms. Chapter 2 reviews
empirical studies related to the relationship between brand loyalty and firm performanee.
Chapter 3 discusses data, variables, and research hypotheses, and methodology. Chapter
4 analyzes the test and reports results. Lastly, Chapter 5 eoncludes the study, and
discusses implieations and suggestions for further research.

Definition o f Terms
1. ADR (Average Daily Room Rate): ADR is the average daily rate per occupied room,
or the mean price charged for all hotel rooms sold in a given period (Enz, Canina, &
Walsh, 2001).
2. ARR (Average Annual Room Revenue): The ARR ean be obtained as below
(Rabianski, 1995):
ARR = RevPAR * Oeeupied Room Nights
3. Attitudinal loyalty: attitudinal definition o f loyalty is based on consumers’
preferences, dispositions toward brands, intentions to repurchase or strength o f affection
for a brand (Getty & Thompson, 1994; Javalgi & Moberg, 1997).

12
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4. Behavioral loyalty: loyalty from a behavioral perspective has been defined solely as a
function o f purchasing frequency (Brown, 1952) and as proportion o f market share
(Macintosh & Lockshiln, 1997; Rundle-Thiele & Bennett, 2001).
5. Brand loyalty: in general terms, loyalty refers to eommitted behavior that is
manifested by propensity to participate in a particular recreation serviee (Baekman &
Crompton, 1991). However, the most often used coneeptualization and definition is
loyalty as a biased behavior expressed over time by an individual with respect to one or
more alternatives and a function o f psychological processes (Jacoby & Kyner, 1973).
6. Financial performance: a firm’s financial ability in productivity and profitability.
RevPAR was used to evaluate the hotel firms’ financial performance.
7. RevPAR (Revenue Per Available Room): described as one o f the most recognized
and used methods to measure financial performance in the hotel industry, indicating how
well the hotel has been able to fill rooms o ff season when demand is low, and how well
they fill the rooms and maximize the rate in high season when there is high demand for
hotel rooms (Increasing My RevPAR, n.d.). It is calculated by dividing a hotel’s net
room s’ revenue (after discount, sales taxes and net o f breakfast or other meals) by the
total number o f available rooms or by multiplying a hotel’s average daily room rate
(ADR) by its occupancy. RevPAR is generally used to evaluate the hotel industry firms’
financial performance.

13
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CHAPTER2

LITERATURE REVIEW
Introduction
In an attempt to provide adequate background information and enhance an
understanding o f the relationship between behavioral-attitudinal brand loyalty and
financial performance, this chapter consists o f two major domains: theoretical
background and empirical studies. In the first part o f the chapter, the following areas are
discussed: key classification and the importance o f brand loyalty in industries; and the
concepts and the base studies on behavioral brand loyalty and attitudinal brand loyalty.
Numerous studies on brand loyalty were critically reviewed in-depth to develop a better
brand loyalty measurement for the hotel industry. The second part o f the chapter
discusses the definition and the use o f RevPAR in the hotel industry. In this part, studies
are reviewed to verify reasons why RevPAR is used as the most significant indicator o f
financial performance in the hotel industry. The third part covers empirical studies
relating brand loyalty to financial performance.
This chapter creates a better understanding o f the measurement o f brand loyalty and a
set o f theoretical propositions for a viable model on the relationship between brand
loyalty and financial performance in the hotel industry.

14
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Brand Loyalty
Classification o f Brand Loyalty
Many studies have been conducted so far to measure or operationalize brand loyalty.
However, since defining and measuring brand loyalty is very eomplex, many researehers
have approaehed it in several different ways. Table 3 summarizes the main contributions
o f studies in previous literature, whieh have sought to understand brand loyalty better
(McMullan, 2005). The studies presented in Table 3 contribute to enhancing knowledge
and understanding o f brand loyalty.
The Importanee o f Brand Loyalty
Brand loyalty has been focused on as an important marketing strategy component in
recent years because o f the benefits involving existing customers. In addition, it is a
primary measure o f effeetiveness in brand marketing, and a partial determination o f
brand equity (Knox & Walker, 2001). Jacoby and Chestnut (1978) point out that the
suecess o f a brand on the long term does not depend on the number o f consumers that
buy it once; rather it is based on the number o f consumers who beeome regular buyers o f
the brand.

15
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Table 3

Key Classification o f Brand Loyalty
Authoifs), year

Contribution

Jacoby & Chesnut (1978)

3-fold classification

Dick & Basu (1994)

•

behavior

•

psychological commitment

•

composite indices

The relative attitude and potential moderators of
the relative attitude to repeat-patronage based on
social norms and situational factors.

Christopher, Payne, & Ballantyne (1993)

The loyalty ladder.

Baldinger & Rubinson (1996)

A composite approach.

Hallowell (1996)

The links between profitability, customer
satisfaction and customer loyalty.

O’Malley (1998)

Effectiveness of loyalty programs.

Raju(1980)

Develops a scale to measure loyalty within the
Exploratory Tendencies in Consumer behavior
Scales (ETCBS).

Beatty, Kahle, & Homer (1988)

Develops a scale to measure commitment, based on
the assumption that commitment is similar to
loyalty.

Pritchard, Havitz, & Howard (1999)

Conceptualizes customer loyalty in a commitmentloyalty measure, termed Psychological
Commitment Instrument (PCI).

16
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Gremler & Brown (1999)

Extends the concept of customer loyalty to
intangible goods with their definition of service
loyalty.

Oliver (1999)

Greater emphasis on the notion o f situational
influences.

Jones, Mothersbaugh, & Beatty (2000)

Explores a further aspect of customer loyalty
identified as “cognitive loyalty.”

Knox & Walker (2001)

Develops measure o f customer loyalty.
Empirical study of grocery brands.
Produces a classification: loyals, habituais, variety
seekers and switchers.

Note. An adaptation from the work o f McMullan (2005); Studies focus on defining the
loyalty construct.

Reichheld (1996) also explains the advantages o f brand loyalty as follows: (1) it
generates profit (the longer a customer remains loyal, the more profit a business can get
from that single customer); (2) it reduces marketing cost (businesses have to invest
money to attract new customers, such as advertising. For loyal customers, these costs are
eliminated or minimized); (3) it increases per-customer revenue growth (customer
spending tends to increase over time and the customer will be likely to sample other
product lines o f the company, thus helping the company achieve a larger share o f
customers); (4) it decreases operating cost (loyal customers’ familiarity with the
company’s products make them less dependent on its employees for information and
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service, thus decreasing servicing costs); (5) it increases referrals (satisfied and loyal
customers recommend businesses to friends and others. Referrals are a vital source o f
initiating new clientele, and customers who appear because o f the strength o f a personal
recommendation tend to stay a customer longer); (6) it increases price premiums (brand
loyal customers pay more for a brand because they perceive a unique value in the brand
which no other alternative can provide, and they are less likely to be lured away by a
discount o f a few dollars); and (7) it provides a competitive advantage (as consumers
become loyal to a brand, they become less sensitive to a price increase. Then, the
company can maintain a price differentiation over the competition because o f the
product’s ability to satisfy their needs).
Tepeci (1999) notes the importance o f brand loyalty in hospitality industry. He argues
that brand loyalty would be a more profitable approach rather than other marketing
activities, such as price cuts or promotional programs. Hospitality companies can
increase their market share and growth rates by increasing their brand loyal customers.
As a mature industry, the hospitality business must pursue market-share gains rather than
market-growth gains. He explained that it costs less to serve loyal customers because
familiarity with the company’s products and services makes customers less dependent on
its employees for help and information. Thus, the key to increasing and preserving
market share is not just winning customers, but keeping them. Brand loyalty is a crucial
component in the hospitality industry since repeat business constitutes a large percentage
o f room and food sales. Brand loyal customers resist competitors’ price cuts and help
hospitality firms maintain high occupancy rates (Tepeci, 1999).
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Kandampully and Suharanto (2000) also mention how brand loyalty has been
recognized as the dominant factor in a business organization’s success. Their study was
conducted to identify the factors o f image and customer satisfaction which are positively
related to loyalty in the hotel industry. Their argument is that one o f the greatest
challenges hotel firms are facing is ever-growing volume and high competition and it has
become imperative for hotel organizations to win a competitive advantage. They suggest
two strategies which are most commonly used by hotel managers in order to gain a
competitive advantage: (1) low-cost leadership through price discounting; and (2)
developing brand loyalty by providing unique benefits to customers. However, when the
hotel attempts to increase their market share by discounting price, it has a negative
impact on the hotel’s medium and long-term profitability. Therefore, to gain customer
loyalty, the service should be o f higher quality rather than a lower price for the hotel to
differentiate itself from its competitors. Previous studies illustrate the importance for the
hotel industry to develop brand loyalty, as opposed to relying solely on pricing strategies.
It has been found that a 5 % increase in brand loyalty can lead to 25 % to 85 % profit
increase (Reichheld & Sasser, 1990). Thus, brand loyalty is likely to become a necessary
prerequisite for the future survival o f hotel organizations.
Behavioral and Attitudinal Brand Lovaltv
Given the importance o f loyalty to marketers, building “brand loyalty” has been a
primary objective o f marketers for decades, and there has been numerous literature
concerned with loyalty. However, the content and meaning o f loyalty have been debated
in a number o f different ways, and for a number o f different purposes in the literature. In
their study o f the brand loyalty literature, Jacoby and Chestnut (1978) review over 200
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studies in order to determine the nature and characteristics o f brand loyalty. They noted
that more than 50 different operational definitions o f brand loyalty have been employed
in the studies.
In general, brand loyalty has been defined by three major dimensions (Javalgi &
Moberg, 1997): behavioral (Bass, 1974: Tranberg & Hansen, 1986); attitudinal (Getty &
Thompson, 1994); and composite dimensions (Backman & Crompton, 1991; Baldinger &
Rubinson, 1996; Dick & Basu, 1994; Jacoby, 1971). The behavioral definitions refer to a
customer’s behavior on repeat purchases, indicating a preference for a particular brand or
service over a period o f time (Bowen & Shoemaker, 2003). The level o f brand loyalty is
measured by monitoring the frequency o f purchases or the amount o f brand switching
among consumers in a product category (Javalgi & Moberg, 1997). However, critics o f
behavioral definitions point out the limitations o f this definition. Choices made by
consumers cannot be explained. They argue that behavioral measures simply estimate
frequencies without examination o f the reasons for purchases o f the factors that may
influence consumers’ choices (Dick & Basu, 1994). The major disadvantage o f this point
o f view is the difficulty for a company to influence repeat purchasing behavior, since the
company does not have knowledge o f the actual cause o f loyalty (Odin et al., 2001).
To overcome this problem, many researchers have defined loyalty in an attitudinal
dimension. Attitudinal measures o f brand loyalty incorporate consumer preferences and
dispositions toward brands (Javalgi & Moberg, 1997) and refer to a customer’s intention
to repurchase and recommend, which are good indicators o f a loyal customer (Getty &
Thompson, 1994). The advocates o f the attitudinal definition o f brand loyalty argue that a
customer who has the intention to repurchase and recommend is more likely to remain
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with the company. Moreover, attitudinal scales are no longer based on a
loyalty/disloyalty opposition, but rather on a degree o f loyalty. Thus, the goal is not to
know whether an individual is absolutely loyal or not, but to know the intensity o f his/her
loyalty to a branded product. However, this point o f view also has disadvantages; the
major criticism is that it only relies on consumer declarations, not on observed behavior.
The second criticism is concerned with the operational aspect o f the loyalty concept. In
most cases, researchers use either antecedents or consequences o f loyalty to measure the
former, and not loyalty itself (Odin et al., 2001).
Some researchers have argued that loyalty must be measured in a combination o f
attitudinal and behavioral dimensions. Such studies have said that brand loyalty is an
outcome o f repeat purchase behavior and a consequence o f multi-dimensional cognitive
attitudes toward a specific brand. Day (1969) advocates the link between attitudinal data
and behavioral measures to conceptualize loyalty. He further suggests the idea that
customers hold to a favorable attitude towards the product and repeated purchase to be
truly loyal. Jacoby (1971) suggests integrating the two notions o f behavior and attitude
within the same conceptual definition. He proposed a six point definition which
integrates behavioral and attitudinal loyalty. Jacoby and Kyner (1973) explain brand
loyalty to be: (1) biased (i.e., non-random); (2) a behavioral response (i.e., purchase); (3)
expressed over time; (4) by some decision-making units; (5) with respect to one or more
alternative brands out o f a set o f such brands; and (6) a function o f psychological
(decision-making, evaluative) processes. Baloglu (2002) argues that focusing on
behavior alone (i.e., repeat purchasing) cannot explain the reasons why customers
purchase the brand, and studying only attitude cannot explain much about competitive
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effects (e.g., multi-brand or shared loyalty), familiarity, and situational factors. Backman
and Crompton (1991) conceptualize and operationalize activity loyalty in their study by
examining participants’ behaviors and attitudes toward golf and tennis. They compare
behavioral, attitudinal, and composite dimensions o f activity loyalty by using several
variables. To measure the attitudinal dimension, the level o f involvement, perceived
competence, and side bets were used. All o f these variables are found to be significant.
In the behavioral dimension, the number o f different activities in which an individual
participated - frequency o f participation in tennis, level o f involvement, and side bets were found to be highly correlated. In conclusion, the authors suggest the composite
model to measure the level o f activity loyalty more effectively.
Baldinger and Rubinson (1996) did extensive work with a composite approach which
simultaneously considers behavior and attitudes to measure loyalty. In their study, they
employed the Brand Builder model which was developed by The NPD Group, Inc. to
bridge the gap between behavioral and attitudinal dimensions. The main concept o f the
model is based on the theory that buyers who are behaviorally loyal to a particular brand
are expected to rate the brand attitudinally much more favorably than brands that they
either never buy or buy less often. Baldinger and Rubinson name such loyal buyers “real
loyals.” However, some loyal buyers do not show attitudes that tie to them to the brand,
and they are categorized as “vulnérables.” In other words, real loyals are highly loyal
behaviorally and also strong attitudinally, whereas vulnérables are those whose attitudes
are weaker than their behavior would suggest. It is believed that a higher percentage o f
real loyals stays loyal to a brand over time than do vulnérables. On the base o f this
concept, Baldinger and Rubinson explain a brand’s loyal core as including not just its
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behaviorally high loyal customers, but also those who are both behaviorally and
attitudinally highly loyal (“the real loyals”), and the combination o f attitudes and
behavior provides a better loyalty definition that is the basis for assessing, tracking, and
taking actions to improve brand health. Dick and Basu (1994) identify a conceptual
framework for brand loyalty, which is also a composite model combining ‘relative
attitude’ towards the brand and ‘repeat patronage’ o f the brand as the central, independent
variables o f the “loyalty relationship.” They advocate that the combination o f repeat
purchase levels and relative attitude determines brand loyalty. Relative attitude is
determined by attitude strength and attitudinal differentiation. Figure 1 illustrates the four
loyalty conditions proposed by Dick and Basu (1994).

Repeat Patronage
High

Relative Attitude

Low

Loyalty

Latent Loyalty

Spurious Loyalty

No Loyalty

High

Low

Figure 1. Loyalty Conditions. Source from Dick and Basu (1994).

The customers are categorized in the “no loyalty cell” when they have low relative
attitude and low repeat patronage. “Spurious loyalty” customers show high repeat
patronage, but low relative attitude. Since spurious loyal customers lack a true attachment
to a product, they are likely to quickly switch their patronage to another provider who
offers less expensive or more convenient products. In the “latent loyalty” category, high
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relative attitude is combined with low repeat patronage. These customers may become
highly loyal, if coaxed into more frequent patronage. However, patronage barriers, such
as price, convenience (i.e., times available, routing), or location (i.e., ease o f access,
distribution) may cause these latent loyal customers not to become repeat customers
(Jacoby, 1971). Finally, the “loyalty” category, the m ost preferred o f the four conditions,
consists o f a high relative attitude and high repeat patronage. Baloglu (2002) approaches
and measures brand loyalty in a behavioral-attitudinal integrated way, utilizing the
framework o f Dick and Basu (1994). In his study, he examined the relationship between
frequent guests and true loyal customers. His study determined which o f the club’s
members are truly loyal to a casino brand and which appear loyal only because they are
frequent customers. His findings show only about 34 percent o f the members are truly
loyal, meaning that they not only visit the casino frequently and spend much o f their
gambling time there, but that they are willing to assist the company by passing on
favorable comments to others.
The framework o f Dick and Basu (1994) is very useful to marketers in trying to build
or retain loyalty. Once marketers identify the type o f loyalty associated with their brand,
they can implement the appropriate strategies for building loyalty under the conditions
which exist for the company (Javalgi & Moberg, 1997).

Brand Loyalty Measures
Seven constructs are used to measure behavioral and attitudinal variables in this study.
As behavioral brand loyalty indicators, frequency o f purchase over time, and word-of-
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mouth recommendations, and resistance to change were used, as well as repurchase intent.
Commitment, trust, and switching cost were used as attitudinal brand loyalty indicators.
Behavioral Measures
Repurchase Intent
Repeat purchase behavior refers to the extent to which customers repurchase the same
brand after experiencing the brand (Knox & Walker, 2001). Since it is a pure behavioral
construct, it is simply measured as the number o f times a given brand is repurchased by a
customer in any given period o f time (Ehrenberg, 1988). Numerous studies o f satisfaction
and relationship management have measured customer retention or loyalty by using
repurchase intent (Anderson & Sullivan, 1993; Woodside, Frey, & Daly, 1989). Although
by this approach researchers get a better understanding o f the impact o f increasing
satisfaction to retention, they cannot determine if the intent to repurchase is due to
customer indifference, low price, or a lack o f available options, rather than the
relationship between a customer and service providers (Jarvis and Wilcox, 1977; Jones
and Sasser, 1995). Therefore, the following variables are used to measure behavioral
brand loyalties in this study.
Volume and Frequency o f Purchase Over Time
Riley, Niininen, Szivas, and Willis (2001) argue that volume and frequency o f
purchase over prescribed time periods are combined as one o f the approaches to measure
behavioral variables. This approach is based on the actual consumption o f the goods or
service. Examples o f this type o f repeat buying measure include the frequency o f
purchase in one time period, the comparison o f frequency o f purchase between time
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periods, and the number o f units purchased on each purchasing occasion (Riley, Niininen,
Szivas, & Willis, 2001).
Word-of-mouth Recommendations
Anderson and Narus (1990) indicate word-of-mouth recommendations to be involved
with promoting the company, making positive comments, and business referrals. It is
believed that word-of-mouth is the most commonly used measure o f loyalty, and positive
word-of-mouth recommendation is an important behavioral consequence o f loyalty (Dick
& Basu, 1994; Rundle-Thiele, 2005). In his study, Baloglu (2002) uses word-of-mouth
recommendations as a behavioral variable. It is used to examine customers’ loyaltyrelated intentions. Reichheld (2003) also mentions that word-of-mouth measures are very
related to company’s profits and growth, and they are significant indicators o f loyalty and
growth because when customers recommend the company, they are putting their
reputation on the line.
Resistance to Change
Taylor, Celuch, and Goodwin (2004) examine the relative importance o f many o f the
known antecedents to brand loyalty. In their study, they hypothesize satisfaction, value,
resistance to change, affect and trust to be positively related to behavioral loyalty and
brand equity to be positively related to attitudinal loyalty. The findings o f the study
indicate that affect, resistance to change, and value to contribute to behavioral loyalty.
They also find, in terms o f attitudinal loyalty, brand equity and trust to be significantly
related to attitudinal loyalty.
Cognitive consistency theories explain how people strive to maintain a consistent set
o f beliefs and attitudes (McGuire, 1972). Customers receive information that maintains or
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enhances consistency, while avoiding information which challenges their beliefs and
attitudes (Engel, Kollat, & Blackwell, 1973). Therefore, attitude toward a particular
object can be a facilitator when customers hold a favorable feeling toward the product,
but it can be regarded as a barrier when their feelings are negative (Narayandas, 1999).
Dick and Basu (1994) argue that since more loyal customers have a higher attachment or
conunitment to their preferred products, it is believed that customers with strong
commitment will show enhanced resistance to counter-persuasion attempts. Reichheld
(1996) also indicates that customers who have a stronger bond with a specific vendor
company tend to be more resistant to the blandishments o f competitors and other adverse
information. Prichard, Havitz, and Howard (1999) extend considerations o f commitment
by arguing that resistance to change is not only the primary evidence o f commitment, but
also the central tendency o f commitment. They further provide evidence that resistance to
change is a key antecedent to loyalty.
Attitudinal Measures
Bowen and Shoemaker (1998) examine antecedents and consequences o f
commitment and trust in relationship between luxury hotels and their guests. In their
study, Bowen and Shoemaker (1998) examine the major attitudinal variables, including
commitment, trust, and switching cost. Particularly, they emphasize commitment and
trust as the key concepts to the development o f long-term relationship. Baloglu (2002)
also measures trust, emotional attachment or commitment, and switching costs in his
study.
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Emotional Commitment
Emotional or psychological attachment to a product or brand has been believed to be
a key element in developing and maintaining customer loyalty (Bendapudi & Berry,
1997; Dick & Basu, 1994; Geyskens, Steenkamp, Scheer, & Kumar, 1996). Bowen and
Shoemaker (1998) define commitment as “the belief that an ongoing relationship is so
important that the partners are willing to work at maintaining the relationship and are
willing to make short-term sacrifices to realize long-term benefits.” For example, a hotel
makes the short-term sacrifice by blocking rooms at a reduced corporate rate for the long
term benefit o f working with a regular customer, even though those rooms might be sold
at a higher rate if the block were released. In her study on restaurant loyalty, Mattila
(2001) also advocates the importance o f emotional attachment. She argues that if a patron
has developed strong emotional ties with a restaurant or its employees, then the affective
bond leads to greater commitment than any loyalty program can create. According to
Mattila (2001), such a patron is willing not only to return to the restaurant but also to
recommend the place to others. Thus, understanding the importance o f psychological
commitment is very important. Emotional attachment or commitment refers to liking the
partner, enjoying the partnership, and having a sense o f belonging to the company (Jaros,
Jermier, Koehler, & Sincich, 1993).
Trust
Trust is reliability and working for the interests o f the partner (Bowen and Shoemaker,
1998). Customers are more comfortable with trustworthy vendors when building a
relationship and their trust in a vendor’s ability to perform effectively is significantly
related to the customers’ long-term orientation in a relationship (Ganesan, 1994;
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Moorman, Zaltman, & Deshpande, 1992). It is found that, if one party trusts another, it is
likely to develop some form o f positive behavioral intention towards the other. Similarly,
when customers once trust brands, they are also likely to form positive buying intentions
towards them (Lau & Lee, 1999).
Trust has been defined as honesty, competence, benevolence, reliability, and
customer orientation (Swan, Trawick, Rink, & Roberts, 1988). Fukuyama (1995) defines
trust as “ .. .the expectation that arises within a community o f regular, honest, and
cooperative behavior, based on commonly shared norms, on the part o f members the
community” (p.26). He argues that because o f technological revolution, trust has become
ever more important in understanding business behaviors. Trust has been recognized as
an important factor in relationship commitment and in customer loyalty (Aydin & Ozer,
2005). Some researchers indicate that trust is an important antecedent to commitment
(Bowen and Shoemaker, 1998; Morgan & Hunt, 1994).
Switching Costs
Switching costs refers to the time, effort, and expense associated with switching from
one company to another (Bowen & Shoemaker, 1998). Heide and John (1988) argue that
customers with higher switching costs are less likely to switch vendors. Some researchers
provide the evidence that increased switching costs tend to decrease a customer’s
willingness to try alternative options (Jarvis & Wilcox, 1977). Jones et al., (2000) find
that higher perceived switching costs result in greater loyalty. They explain that
switching barriers are important factors which impact a customer’s decision whether to
remain with a service provider. It makes customer defection difficult or costly. According
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to Jones et al., (2000), switching barriers include interpersonal relationship, perceived
switching costs, and the attractiveness o f alternatives.
Caruana (2004) examines the impact o f switching costs on customer loyalty extended
to mobile phone firms. To investigate the relationship between switching costs and brand
loyalty, he used the instrument developed by Burnham, Frels, and Mahajan (2003)
consisting o f 30 items measuring the eight identified dimensions o f switching costs. The
following are dimensions fi"om the study o f Burnham et al. (2003): (1) Economic risk
costs: the costs associated with uncertainty which has the potential for a negative
outcome when adopting a new provider about which the consumer has insufficient
information; (2) Evaluation costs: costs associated with the time and effort to search,
analyze before making a switching decision. Time and effort are required to collect the
information needed to evaluate potential alternative providers; (3) Learning costs: the
time and effort costs o f acquiring new skills or know-how in order to use a new product
or service effectively; (4) Set-up costs: the time and effort costs associated with the
processing o f initial relationship with a new provider or setting up a new product for
initial use; (5) Benefit loss costs: the costs associated with contractual linkages that create
economic benefits for staying with the incumbent firm. Switching to a new provider may
require customers to lose points that they have accumulated and discounts or benefits that
are not afforded to new customers; (6) Monetary loss costs: the onetime financial outlays
that are incurred in switching providers other than those used to purchase the new product
itself. Adopting a new provider often involves one-time expenditures such as deposits or
initiation fees for new customers; (7) Personal relationship loss costs: the affective losses
o f breaking the bonds with the people whom the customer interacts with; and (8) Brand
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relationship loss costs: the affective losses associated with breaking the bonds o f
identification that have been formed with the brand or company with which a customer
has involved. Switching providers may require these brand-based or company-based
relational bonds.
The study o f Caruana (2004) provides support for a link between higher contractual
switching costs and cognitive loyalty; between relational switching costs and affective
plus conative loyalty; and between informational switching costs and action loyalty.
Similarly, Aydin and Ozer (2005) indicate that the switching costs factor directly affects
loyalty. Thus, it plays a crucial role in winning customer loyalty.

Brand Loyalty and Firm ’s Performance
Reichheld (1993) argues that when a company has a high customer loyalty, its
benefits are considerable and, in many industries, explain the differences in profitability
among competitors. Brand loyalty brings more profitability. He summarizes the benefits
o f customer loyalty on a firm’s financial performance: “When a company consistently
delivers superior value and wins customer loyalty, market share and revenues go up, and
the cost o f acquiring and serving customers goes down” (Reichheld, 1993, p.64).
According to him, the forces in a loyalty-based system are cumulative; the longer the
cycle continues, the greater the company’s financial strength. He also points out that the
first object, in a competition with other companies, is to understand the relationships
between customer retention (e.g., loyalty) and the rest o f the business, and to be able to
quantify the linkage between loyalty and profits. He explains the primary goal o f a
loyalty-based company to be “to deliver superior value to customers” (p.70). Success or
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failure in the mission can be clearly measured by customer loyalty (best quantified by
retention rate or share o f purchase or both). He explains how customer loyalty has three
major second-order effects: (1) revenue grows as a result o f repeat purchase and referrals;
(2) costs decline as a result o f lower acquisition expenses and from the efficiencies o f
serving experienced customers; and, (3) employee retention increases because job pride
and satisfaction increase, in turn, creating a loop that reinforces customer loyalty and
further reducing costs as hiring and training costs shrink and productivity rises. He
emphasizes the importance o f implementing customer loyalty: “Customer loyalty appears
to be the only way to achieve sustainably superior profits” (p.73).
Smith and Wright (2004) investigate the relationship between product value attributes
resulting from business process performance, customer loyalty, and financial outcomes,
by developing and providing an integrated causal model o f company performance in the
personal computer (PC) industry. Their study was conducted in two directions: (1) by
explaining the determinants o f customer loyalty; and, (2) by clarifying the relation
between customer loyalty and measures o f financial performance. The results indicate
that measures o f customer loyalty directly and differentially influence levels o f relative
revenue growth and profitability and that relatively high customer loyalty leads to a
competitive advantage in the PC industry.
Kroenert, Spalding, Cooper, and Le (2005) also examine the potential links between
customer loyalty and financial performance in the information technology (IT) industry.
They use three elements to measure customer loyalty: referenceability; repurchase
intentions; and future purchase levels. The results reveal that their customer loyalty index
and those three individual components are correlated to the revenue growth percentage
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for the research period, and the findings uncover a significant relationship between
several o f the customer loyalty measures and revenue growth.

RevPAR
For the hospitality industry, the last decade has seen not only the greatest gains but
also the greatest losses (Douglas, 2000). According to Douglas (2000), the operational
focuses implied by the traditional measures o f productivity and performance, such as
revenue and occupancy rates, are no longer useful. As tools o f financial analysis, they fail
to provide a fair representation o f the results o f operations. As managerial tools, they fail
to encourage strategically responsive action. Therefore, as Douglas (2000) explains,
accounting professionals need to be aware that those measures may no longer meet the
information needs o f this dynamic industry.
Douglas (2000) suggests that revenue per available room (RevPAR), which is
produced by combining the measures o f room revenue and occupancy rates, has to be
used as a measure o f yield. He explains RevPAR increases as either room rates or
occupancy increases, reflecting emphasis on immediate market demand, rather than long
term cost o f investment and price flexibility in response to market fluctuations. It is
calculated by dividing a hotel’s net room s’ revenue by the total number o f available
rooms or by multiplying a hotel’s average daily room rate (ADR) by its occupancy
(Douglas, 2000).
Younes and Kett (2003) point out that hotel managers, operators, and analysts
typically now use RevPAR as a basis for their hotel performance measure and analysis.
According to them, this widely used measure reflects the guest room’s revenue on a per
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room basis, thereby monitoring the success or otherwise o f the hotel’s rooms inventory
management. Hoteliers aim to maximize RevPAR by means o f an occupancy and average
rate trade off. Room’s revenue makes up a large portion o f total revenue. They explain
that typically, full-service three- to five-star hotels derive about 50-65 percent o f their
revenues fi’om rooms. Budget and extended stay hotels with limited additional facilities
make up to 90 percent o f their revenues from rooms.
Gallagher and Mansour (2000) claim that over the past several years, RevPAR has
become a popular concept for ananlyzing financial performance in hotels. The concept
has particular appeal to analysts, since it combines changes in occupancy and ADR.
RevPAR captures the interaction o f ADR and occupancy at different phase o f the hotel
cycle. In the short-run, RevPAR changes in response to movements in demand. In many
instances, hotel operators may only increase short-term ADR at the expense o f reduced
occupancy. In the longer-run, RevPAR changes in response to net hotel additions to
supply. Thus, RevPAR simultaneously reveals both the supply and demand dynamics o f a
hotel market cycle in one index. Gallagher and Mansour (2000) argue that RevPAR may
also be used to understand and compare hotel markets in terms o f revenue volatility and
relative growth. Investors may also use the concept to develop buy/sell strategies based
on market cycle trends and to assess portfolio diversification.
According to StreetAuthority (n.d.), a research-intensive financial publishing firm,
RevPar refers a ratio commonly used to measure financial performance in the hospitality
industry. The indicator, as a function o f both room rates and occupancy, is one o f the
most significant gauges o f health among hotel operators. StreetAuthority (n.d.) defines
RevPAR as the most important o f all ratios used in the hotel industry. Because the
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measure incorporates both room rates and occupancy, it provides convenience o f a how
well a company is filling its rooms, as well as how much it is able to charge. Since
RevP AR is calculated on a per-room basis, one company can have a higher RevPAR than
another, but still have lower total revenues if the second firm manages more rooms. An
example is given in Table 4.

Table 4
RevPAR and Total Revenue o f Two Companies
Company XYZ

Company ABC

Number o f Rooms:

1000

10,000

Average Daily Room Rate

$90 per night

$90 per night

Average Occupancy Rate:

75%

70%

RevPAR

$67.50

$63.00

Total Room Revenue:

$6,075,000

$56,700,000

Note. Source from http://www.streetauthoritv.eom/terms/r/revDar.asp.

In Table 4, Company ABC has a lower occupancy, and thus a lower RevPAR
(RevPAR can be obtained by multiplying a ADR by its occupancy). However, its total
revenues are much greater than those o f Company XYZ. StreetAuthority (n.d.) explains
that rising RevP AR is an indication that either occupancy is improving, or average daily
room rates are rising, or some combination o f both. O f the two, rising average daily room
rates has a much more dramatic impact on the bottom line than corresponding increases
in occupancy. However, it is common to see both figures rise together since higher
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occupancy is usually incorporated with a stronger pricing environment. RevP AR
evaluates the strength o f only one type o f revenue-generating stream, therefore, many
hotels derive a substantial portion o f their total revenues from other amenities such as
restaurants, golf courses, spas, casinos, and business conferences.
Rabianski (1995) also advocates RevPAR in measuring profitability in the hotel
industry. He argues that RevPAR analysis is a new market and financial analytical
approach or technique in the hotel industry. RevPAR is a useful tool to forecast future
room revenues, and estimate and forecast a property's market share. RevPAR analysis is
different from traditional hotel market analysis in that it arrives at an estimate o f annual
room revenue (ARR) by considering both ADR and the occupancy level together instead
o f treating the two elements separately.
According to Rabianski (1995), RevPAR analysis is dynamic. The analysis in a
typical hotel market study considers it "dynamic" because it reflects changes in the
market over time. Room-night demand obviously changes over time. The analysis
assumes that the number o f competitors, and consequently the number o f rooms in the
market, changes as new space is added and existing space is closed or renovated.
However, RevPAR analysis also can be used to analyze a single period in which there are
no changes and the market is static. Average Annual Room Rate (ARR) is affected by
either supply or demand because the occupancy level, or possibly the ADR, or both
variables, change in given properties. Assuming that demand is constant, an increase in
the supply o f rooms causes the following changes: (1) occupancy declines at all levels o f
ADR; (2) ADR declines at all levels o f occupancy; and, (3) both occupancy and ADR .
decline. W hen the supply o f rooms is constant, an increase in demand causes the
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following changes: (1) ADR increases if occupancy is constant; (2) occupancy increases
if ADR is constant; and, (3) both ADR and occupied room-nights increase, but to a lesser
degree. Thus, for each o f the competitors in the market, RevPAR must change as demand
and supply change. RevP AR is never constant over time.
RevPAR analysis also has a “static” aspect at the same time (Rabianski, 1995). In the
short run, when both demand and supply are constant, RevPAR becomes the intersection
point o f the demand and supply curves for hotel space. Thus, it reflects the combination
o f occupancy, ADR, and the price elasticity o f demand. The hotel owner or manager can
use RevPAR to learn the shape o f the demand curve, and thus they can decide whether to
raise or lower room rates in order to increase ARR. Tables 5 and 6, adapted fi'om
Rabianski (1995), show two alternative scenarios for a property that currently has an
ADR o f $88 and an occupancy rate o f 80 percent. In Table 5, a decrease in the ADR from
$88 would increase ARR, while an increase in ADR reduces ARR. In Table 5, an
increase in ADR from $88 will increase ARR, while a decrease in ADR reduces ARR.
The static aspect o f RevP AR market analysis implies that price elasticity determines
the shape o f the demand curves. If the owner/manager knows that the property's demand
curve is elastic, he/she can adjust ARR by using proper pricing strategy. For example, in
the situation o f Table 5, he/she could reduce ADR from $88 to $84 and increase ARR
from $7,708,800 to $7,726,320, since occupancy rises from 80 % to 84 %. A reduction in
price over the elastic range leads to an increase in total revenue. If this manager needs to
raise ARR by increasing ADR, occupancy would fall sufficiently to reduce ARR.
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Table 5

RevPAR Analysis for Hotel Assuming Elastic Demandfo r Rooms
ADR

OCCUPANCY RATE

ARR

$100

.68

$7,446,000

$99

.69

$7,479,945

$98

.70

$7,511,700

$97

.71

$7,541,265

$96

.72

$7,568,640

$95

.73

$7,593,825

$94

.74

$7,616,820

$93

.75

$7,637,625

$92

.76

$7,656,240

$91

.77

$7,672,665

$90

.78

$7,686,900

$89

.79

$7,698,945

$88

.80

$7,708,800

$87

.81

$7,716,465

$86

.82

$7,721,940

$85

.83

$7,725,225

$84

.84

$7,726,320

$83

.85

$7,725,225

$82

.86

$7,721,940

$81

.87

$7,716,465

$80

j8

$7,708,800

$79

.89

$7,698,945

$78

.90

$7,686,900

$77

.91

$7,672,665

Note. Price elasticity of demand greater than 1. An adaptation from the work of Rabianski (1995).
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Table 6

RevPAR Analysis fo r Hotel Assuming Inelastic Demandfo r Rooms
ADR

OCCUPANCY RATE

ARR

$100

0.7100

$7,774,500

$99

0.7175

$7,778,059

$98

0.7250

$7,779,975

$97

0.7325

$7,780,249

$96

0.7400

$7,778,880

$95

0.7475

$7,775,869

$94

0.7550

$7,771,215

$93

0.7625

$7,764,919

$92

0.7700

$7,756,980

$91

0.7775

$7,747,399

$90

0.7850

$7,736,175

$89

0.7925

$7,723,309

$88

0.8000

$7,708,800

$87

0.8075

$7,692,649

$86

0.8150

$7,674,855

$85

0.8225

$7,655,419

$84

0.8300

$7,634,340

$83

0.8375

$7,611,619

$82

0.8450

$7,587,255

$81

0.8525

$7,561,249

$80

0.8600

$7,533,600

$79

0.8675

$7,504,309

$78

0.8750

$7,473,375

$77

0.8825

$7,440,799

Note. Price elasticity of demand less than 1. An adaptation from the work of Rabianski (1995).
\
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On the other hand, in the situation where the demand curve for the property is in
Table 6, he could increase ADR. An increase from $88 to $97 would result in an increase
o f ARR from $7,708,800 to $7,780,249 because occupancy drops from 80 % to 0.7325 %.
In conclusion, the study o f Rabianski (1995) showed that RevPAR is never constant
because o f the dynamic changes o f demand and supply in the market. Moreover,
RevPAR accents the price elasticity o f demand for hotel rooms. Thus, it enables owners
and managers to discover optimal pricing strategies for their hotels in the short run.

The Age o f Property and Development Costs
The age (the built year) o f a property is also one o f the factors that impact on
RevPAR (W amick & Company, 1999). W amick & Company (1999) used “Age
Analysis” to provide some insight into the winners and losers among metro Phoenix
hotels. It divided the market into hotels opened prior to 1980, during the 1980’s, and
during the 1990’s, and calculated the occupancy and ADR for each group for each o f the
years 1992 through 1998. The result indicates that hotels built prior to 1980 had the
lowest occupancies and market share, and the hotels built during the 1990’s had the
highest occupancies and market share. ADR tracked with the age o f the property
throughout all segments and all years, with the oldest hotels having the lowest rates and
the newest hotels having the highest rates. Since RevPAR is obtained by multiplying a
hotel’s average daily room rate (ADR) by its occupancy, it can be concluded that the age
o f a property has impact on RevPAR.
O ’Neill and Mattila (2006) also argue that in addition to brand loyalty, the age o f
property has a significant impact on financial performance in hotels. They study more
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than nineteen hundred U. S. hotels for the years o f 2002 and 2003, and find that the age
o f property as well as brand loyalty and room occupancy has a strong influence on hotels’
profitability.
As Younes and Kett (2003) explain about the “Interest Payment Breakeven Analysis
for Hotels,” they claim that the development costs for hotels have influence on RevPAR.
For example, in Figure 2, the development cost for hotel A is approximately £150,000
per room and hotel A is financed with 60% loan finance (60% loan, 40% equity). When
assuming that the hotel has a 15-year mortgage, with yearly interest-only payments, the
principal is repaid as a ‘bullet/balloon’ at the end o f the lending period, and that the
annual interest rate on the loan is fixed at 7.0%, the hotel will need to pay £630,000 per
year to cover its interest expenses consequently.

Number of Room s
D evelopm ent Cost/Room
Total D evelopm ent C ost

100
150,000
15,000,000

R equired Total R ev en u e
A ssu m ed Room s R evenue
R equired R oom s R evenue

Required RevPAR
L oan to C ost Ratio

60%
9,000,000

R equired O cc

Equity Financing

6,000,000

R equired ADR

Interest Paym ent

7.00%
630,000

Interest E x p e n se
Variable C o sts

£56
65% 70%
86

80

£56 £56

RevPAR
GOPPAR Comoutation

Non-Operating Fixed E x p e n s e s ;

Operating E xp en ses
Fixed C o sts

75 % Of Total R evenues
2,037,500

R a n œ ofreauired ooeratma oerformancs (sav)

L oan Financing
Interest R ate

2,716,667

1,000,000
630,000
40%

Breakeven R evenue
2,716,667
(1,630,000/O00% -40% }}

P roperty T ax e s

200,000
75,000

In su ra n ce
Incentive F e e s ’

0

Total non operating ex p en se s;

275,000

Required GOP

905,000 (275,000+630,000)

Required GOPPAR

£25

’ Typically su b o rd in a te d to d e b t p a y m e n ts, s o a s s u m e d to b e nil

Source from http://www.hvsintemational.com

Figure 2. Debt Service Breakeven Analysis - Hotel A (£).
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According to Figure 2, Hotel A requires total revenue o f approximately £2.7 million
in order to meet its operating and financing obligations. This figure equates to a required
RevPAR o f approximately £56 using the following formula:
[Required RevPAR = (Required total revenues x rooms revenue percentage
o f total revenue) / (Number o f available rooms x 365)]
If the hotel is financed via a mortgage, whereby both a principal and an interest
amount are paid in annuity fori 5 years, for instance, then the debt service breakeven
point will be skewed upwards. In this case, the required RevPAR would be around £80
(Younes & Kett, 2003).

Summary
Many researchers have developed brand loyalty measurements based on behavioral,
attitudinal and composite dimensions. Behavioral loyalty has been defined solely as a
function o f frequency (Brown, 1952), or as proportion o f market share (Macintosh &
Lockshin, 1997; Rundle-Thiele & Bennett, 2001). It sometimes refers simply to repeat
purchase behavior. Since behavioral loyalty does not consider cognitive aspects o f brand
loyalty, defining loyalty from a behavioral perspective causes many measurement and
conceptual problems. A behavioral loyalty measurement may make some errors in
recalling actual purchase frequencies or the proportion o f brand choices, which adds to
the risk o f internal validity and reliability issues o f the measurement (Back, 2001). It
cannot explain why consumers choose the particular brand.
Attitudinal definition is based on intensity o f loyalty o f customers’ preferences,
intentions, or strength o f affection toward the particular brand (Iwasaki & Havitz, 1998;
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Jarvis & Wilcox, 1976). The problem with this perspective is that it only relies on
consumer declarations, not on the observed behavior. Jacoby and Chestnut (1978) also
explain, from this point o f view, that some o f the hypothesized relationships with other
variables have not been found.
Many studies have been conducted focusing on the overall advantages o f utilizing
composite measurements to assess level o f brand loyalty. However, Back (2001)
considers this perspective also to have limitations. According to him, several risks exist
in the measurement, such as selecting inadequate items, neglecting the impacts o f
significant intervening variables, and lack o f underlying theoretical supports. Thus, a
researcher has to take the responsibility o f developing effective brand loyalty
measurements based on a strong conceptual and theoretical foundation, and construing
effective research methodology to refine measurements (Back, 2001).
Finally, previous studies investigated other revenue drivers than brand loyalty, which
has impact on profitability in hotels. These factors include the age o f property and
development costs.
In conclusion, the synthesis o f the literature emphasizes the importance o f brand
loyalty, not only as a marketing strategy, but also as an important factor on financial
performance. In the above, the great diversity o f measurement approaches to and
procedures o f the brand loyalty were discussed. The objective o f the study is not to define
the loyalty in a new different way, but rather (1) to find a satisfying conceptual
positioning for the research, which utilizes both behavioral and attitudinal measures, and
(2) to investigate the relationship between behavioral-attitudinal brand loyalty and hotel
firms’ financial performances. The next chapter will discuss the methods that will be used
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to examine the relationship between two dimensional brand loyalty and financial
performance, including the two control variables: the age o f a property and development
costs.
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CHAPTER 3

METHODOLOGY AND DATA DESCRIPTION
Introduction
This chapter presents the methods used in this study to test the hypotheses listed
below. An explanation o f sampling, dependent variable and independent variables,
survey questionnaire design, instrument development, and data analysis is provided in
this chapter. The primary objective o f this study is to examine the relationship between
two dimensional brand loyalty and financial performance. This study also examines
whether the age o f property and development costs has significant impact on financial
performance.

Hypotheses Development
The following hypotheses were tested to examine whether there is a relationship
between brand loyalty and financial performance in hotels.
Hvpotheses:
Hi: There is a significant relationship between brand loyalty and financial
performance.

Hza: There is a significant relationship between behavioral brand loyalty and
financial performance.
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H 2b: There is a significant relationship between attitudinal brand loyalty and
financial performance.
Hsa: There is a significant relationship between age o f a property and financial
performance.
Hsb: There is a significant relationship between development costs and financial
performance.

Brand loyalty consists o f behavioral and attitudinal brand loyalty in this study. To
measure behavioral brand loyalty, four constructs were used: repurchase intent, volume
and frequency o f purchase over time, word-of-mouth recommendation, and resistance to
change. Three constructs were used to measure attitudinal brand loyalty: trust, emotional
commitment, and switching costs. The following multiple regression formula was
developed based on the previous discussion o f the constructs.

Ys = Ao + A iX i + A 2X 2 + A 3X 3 + A 4X 4 + A 5X 5 + AbXb + A iX i + AsX8+ A 9X 9+ 8
Where:
Y= financial performance variable measured by RevPAR
Xi = repurchase intent
X 2 = volume and frequency o f purchase over time
X 3 = word-of-mouth
X 4 = resistance to change
X 5 = trust

Xb = emotional commitment
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X? = switching cost
Xs - the age o f a property (control variable)
X9 = development costs (control variable)
A i = constant or coefficients o f independent variables (1 = 0 , 1 , 2 , 3 , 4 , 5, 6,
and 7)
s = random error in Y for observation 1
If A i, A 2 , As, A4, As, As, A?, Xs, X9 are 0, the independent variables do not have any
significant impact on the dependent variable.

Sampling and Data Collection
Regarding the sample size, at least 50 observations are required for the researcher
factor analyses, and preferably the sample size should be 100 or larger (Hair, Anderson,
Tatham, and Black, 1998). Hair et al. explain that it is a general rule that the minimum is
to have at least five times as many observations as there are variables to be analyzed, and
the more acceptable size would have a ten-to-one ratio. If this ratio falls below 5 t o i , the
researcher faces the risk o f “overfitting” the variate to the sample, making the results too
specific to the sample and thus lacking generalizability. Although the minimum ratio is 5
to 1, the desired level is suggested to be between 15 to 20 observations for each
independent variable. When this level is reached, the results should be generalizable
(Hair et al.).
This study used convenience sampling, collecting data from a total o f 315 visitors
who currently stayed at the selected hotels in Las Vegas during the survey period. The
questionnaire was distributed on the Las Vegas Strip sidewalk, in front o f the Bellagio
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fountain. People who waited to see the fountain show were asked to participate in the
survey. The survey was terminated for the people who were not staying at the selected
hotels.
RevPAR data were obtained from the website www.memmirage.com. The sample
includes Bellagio, Circus Circus, Excalibur, Luxor, Mandalay Bay, MGM Grand, The
Mirage, Monte Carlo, New York-New York, Treasure Island. RevPAR data o f Venetian
and Wynn Resort were used from the website http://www.forbes.com and
http://biz.vahoo.com. respectivelv. RevPAR o f these hotels from the 4* quarter o f 2005
were used, since they are the most recent data that can be obtained. This study assumes
that the 2006 1st quarter RevPAR data will not be significantly different from the 2005
4th quarter RevPAR data.
The age o f each hotel was obtained from the website
http ://lvol.com/1voeg/hist/historal html. and development costs for each hotel were
obtained from the website http://www.lvol.com/lvoleg/hist/lvhist.html and
http://www.librarv.unlv.edu/arch/lasvegas/tatesnvderkimsev0tour2.html.

Variables and Questionnaire Design
Brand loyalty items are used as independent variables and RevPAR is selected as the
dependent variable to measure hotel firms’ financial performance. In this study, brand
loyalty features two dimensions: behavioral brand loyalty and attitudinal brand loyalty.
Data were selected by self-administered surveys. A cover letter was attached to the
survey explaining the nature o f the study. Las Vegas and Grand Canyon VCR tapes were
provided to the potential subjects as incentives to participate.
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Instrument Development
A self-administered questionnaire (see Appendix A) was developed to measure
behavioral and attitudinal loyalty, including repurchase intent, volume and frequency o f
purchase over time, word-of-mouth recommendations, resistance to change, commitment,
trust, and switching cost. This study uses the instrument developed by previous studies
(see Table 7) with similar objectives consisting o f a total o f 31 items.
The first three screening questions ask whether the guests are currently staying at one
o f the selected hotels, at which hotel they are staying, and how they are satisfied with the
hotel. Then, behavioral brand loyalty constructs consisting o f 14 items and attitudinal
brand loyalty constructs consisting o f 17 items were asked.
Table 7 and Table 8 summarize the seven constructs and the measuring items which
were adapted from previous studies on brand loyalty measures. In this study, the items
consisting o f three constructs o f word-of-mouth, trust, and emotional commitment were
taken from the study o f Baloglu (2002). Items o f resistance to change were adapted from
Pritchard, Havitz, and Howard , 1999; Narayandas, 1999; and Odin, Odin, and ValetteFlorence, 2001. Each item o f switching costs in this study represents each o f the 8
dimensions developed by Bumham, Frels, and Mahahan (2003).
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Table 7
Summary o f Behavioral Loyalty Measures Used in Previous Research
Items
Repurchase

1 .1 have the intention to visit this hotel again.

Intent

Authors
Kim, Kim, & An,
2003

2. When I visit Las Vegas, I routinely stay at this hotel.

Skogland & Siguaw,
2004

Volume &

1.1 regularly visit this hotel

Kim, Kim, & An,

Frequency

2003
2. What percentage of your overall hotel stays in Las Vegas is with
this hotel?

Macintosh &
Lockshin, 1997

3. I’ve been frequenting this hotel for a long time.

Odin, Odin, ValetteFlorence, 2001

Word-of-

L I take pride in telling other people about my experiences at this

Mouth

Baloglu, 2002

hotel.
2 .1 tell other people positive things about this hotel.
3 .1 recommend this hotel to friends and relatives.

Resistance to

I.

It would be difficult to change my beliefs about this hotel.

Change

2 .1 will not change my preference for this hotel even if others

Pritchard, Havitz, &
Howard, 1999

recommend other hotels.
3 .1 will not switch to competitors even if I have a problem with the
products/services of this hotel.
4 .1 will choose this hotel even if the price increases.

Narayandas, 1999;

5 .1 will choose this hotel even if a magazine had a highly

Odin et al., 2001

critical review of this hotel.
6 .1 will choose this hotel even if another hotel offered better

Narayandas, 1999;

features.
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Table 8
Summary o f Attitudinal Loyalty Measures Used in Previous Research
Items
Trust

I.

I trust the management of this hotel.

Authors
Baloglu, 2002

2 .1 am certain the service I receive from this hotel will be
consistent from visit to visit.
3. If I make a request at this hotel, no matter how trivial that request
might be, it gets taken care of.
4. If I ask management or an employee a question, I feel they will be
truthful to me.
5. The communication I receive from this hotel (letters,
promotional material, and advertising) is credible.
Emotional

1 .1 am emotionally attached to this hotel.

Baloglu, 2002

Commitment 2 .1 have a sense of belonging to this hotel.
3. The friendliness of the staff in this hotel makes me feel good.
4 .1 enjoy visiting this hotel.
5. Although there are other hotel alternatives, I still like going to this
hotel.

Switching
Cost

I.Switching to another hotel will probably result in some Bumham, Frels, &
unexpected hassle

Mahahan, 2003

2. I caimot afford the time to get the information to fully evaluate
another hotel.
3. Learning to use the features offered by another hotel, as well as I
use this hotel’s features, would take time.
4. There are a lot of formalities involved in switching to another
hotel.
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5. Switching to another hotel probably would mean losing or
replacing points, services, and so on that I have accumulated
from this hotel.
6. Staff at this hotel matters to me.
7 .1 like the public image that this hotel has.

Likert scale measures the extent to which a person agrees or disagrees with the
question. The most common scale is 1 to 5. Likert (1932) and, more recently, Cicchetti,
Showalter, and Tyrer (1985) demonstrate that an inerease in the number o f response
eategories to a seale does not have an attenuating effeet on reliability. They explain
reliability plateaus after five to seven response options. Therefore, all o f the scales
eonsisting o f 5-point Likert questions described by “strongly disagree” (=1) and “strongly
agree” (=5) were used for the 30 items that eaptured the seven constructs o f the study.
One item that measures the percentage o f a speeific hotel purehase out o f the guest’s total
purchase o f hotels was described by “very little” (=1) and “a lot” (= 5) (Maeintosh &
Loekshin,1997).
The final part o f the questionnaire consists o f demographic questions sueh as gender,
age, marital status, purpose o f stay, ethnicity, household income, number o f times in Las
Vegas, number o f times in the selected hotels, whether the subjeets are U.S. resident, and
whether they belong to a frequent player program in the hotel where they have stayed.
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Pilot Study
Before the questionnaire was finalized, it was pre-tested on a small sub-sample o f the
population. 66 undergraduate students at the University o f Nevada, Las Vegas took the
pre-test. Based on the reeommendations o f the pilot testers, revisions regarding the
efficieney and elarity o f the questionnaire were made.
The pilot study also assisted in eheeking the eontent validity o f the study. Besides the
undergraduate students, seven graduate students and five faulty members at the
University o f Nevada, Las Vegas who were eonsidered experts attended in modifying and
organizing the survey instrument.

Data Analysis
The Statistical Package for Soeial Seienees (SPSS) 11.0 was used for the data
analysis. To understand the eharaeteristics o f the sample, appropriate descriptive analyses
were performed on all the factors o f seven hotel brand loyalty eonstructs: repurchase
intent, volume and frequency, word-of-mouth, resistance to ehange, trust, emotional
commitment, and switching cost.
The prime purpose o f regression analysis is to prediet. In addition to predicting the
observations, multiple regression is used to examine the nature o f the relationship
between a dependent variable and an independent variable, to quantify the effeet that
ehanges in the independent variable have on the dependent variable, and to identify
unusual observations. Simple linear regression is a statistieal teehnique that uses one
independent variable X to prediet the dependent variable Y, while multiple regression
analysis studies the relationship between several independent variables and a dependent
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variable (Berenson, Leivene, & Krehbiel, 2002). In this study, one dependent variable
and seven independent variables were used to examine the impaet o f brand loyalty on
hotel firms’ financial performance. Thus, multiple regression analysis was used as a
statistical technique.
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CHAPTER 4

RESULTS AND DISCUSSION
Introduction
The findings o f the study are presented in this chapter. Comparisons and supports are
also provided through major research studies discussed in the literature review. First, a
descriptive analysis and a profile o f participants are provided. Second, results o f the
factor analysis and reliability tests are presented to cheek overall data quality. Third,
assumptions in multiple regression are analyzed and evaluated. Then, an analysis o f
multiple regression is reported and last, a summary o f the major findings from this study
is diseussed.

Data Deseription
The demographic data collected from the survey is presented in Table 9, Table 10,
and Table 11. Table 9 indieates that 43.8 pereent o f the respondents were male and the
rest were female (56.2 %). The major age group was 30-39 years o f age (34.6 %),
followed by 20-29 years o f age (29.8 %). The majority o f the respondents were married
couple (62.9 %), and Caucasian (63.8 %) was the dominant ethnicity among the
respondents. The most frequent level o f household income was $80,001 and above
(38.1 %), while 8. 6 % had levels below $20,000.
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Table 9
Gender and Age o f Respondents
N

%

LVCVA % (2005)

Gender:
Male

138

43.8

51

Female

177

56.2

49

Age:
Under 20

5

1.6

20-29

94

29.8

13

30-39

109

34.6

20

40-49

57

18.1

21

50-59

40

12.7

20

60 and above

10

3.2

26

-

Note. N=315.

Table 10
Ethnicity and U S Resident Status o f Respondents
N

%

LVCVA % (2005)

Ethnicity:
Caucasian

201

63.8

83

African-American

12

3.8

4

Native American

5

1.6

-

Hispanic

18

5.7

7

Asian

60

19.0

5

Other

13

4.1

1

Missing

6

1.9

-

U.S Resident:
Yes

219

69.5

88

No

96

30.5

12

Note. N=315.
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Table 11
M arital Status and Income o f Respondents
N

%

LVCVA % (2005)

Marital Status:
Single

98

31.1

16

Married

198

62.9

74

Divorced

10

3.2

7

Separated

5

1.6

-

Other

4

1.3

3

$20,000 and under

27

8.6

-

$20,001-35,000

38

12.1

-

$35,001-50,000

53

16.8

-

$50,001-65,000

23

7.3

-

$65,001-80,000

54

17.1

-

$80,001 and above

120

38.1

37.0

Income:

Note. N=315.

Table 12 and Table 13 present the travel eharaeteristics o f the partieipants, such as
their hotel choiees. The majority o f respondents stayed at Excalibur (14.0 %), followed
by Luxor (12.1 %) among the 12 seleeted hotels. Only 3.2 % o f the respondents lodged at
Wynn Las Vegas. The main purpose o f visit was for vaeation (82.9 %). 49.8 % o f the
respondents had eome to Las Vegas for the first time and 80.3 % o f the respondents
stayed at the hotel for the first time.
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Table 12
H otel Choice and Visit Purpose o f Respondents

N

%

Bellagio

25

7.9

Circus Circus

28

8.9

Excalibur

44

14.0

Luxor

38

12.1

Mandalay Bay

15

4.8

MGM Grand Las Vegas

25

7.9

The Mirage

33

10.5

Monte Carlo

36

11.4

NewYork-NewYork

28

8.9

Treasure Island

13

4.1

Venetian

20

6.3

Wyim Las Vegas

10

3.2

Business

39

12.4

Vacation

261

82.9

Other

15

4.8

Hotel Choice;

Purpose o f visit:

Note. N=315.
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Table 13
Number o f times Respondents Stay in Hotel and in Las Vegas

N

%

First time

253

80.3

Twice

36

11.4

Three times

11

3.5

Four times

5

1.6

Five times

4

1.3

Six and more times

6

1.8

First time

157

49.8

Twice

71

22.5

Three times

30

9.5

Four times

18

5.7

Five times

14

4.4

Six and more times

25

8.0

Yes

50

15.9

No

265

84.1

Number o f times in the hotel including current
visit for past 2 yrs:

Number o f times in Las Vegas including
current visit for past 2 yrs:

Frequent player program member in the hotel

Note. N=315.
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Table 13 also shows that 50.7 % o f respondents have stayed at the same hotel for
their two visits (36 respondents out o f 71 respondents who have visited Las Vegas twice
have stayed at the same hotel for their visits). Similarly, 36.6 % o f respondents have
stayed at the same hotel for their three visits (11 respondents out o f 30 respondents who
have visited Las Vegas three times have stayed at the same hotel for their visits), and
27.7 % o f respondents have stayed at the same hotel for their four visits (5 respondents
out o f 18 respondents who have visited Las Vegas twice have stayed at the same hotel for
their visits). As the number o f times they visit Las Vegas increases, the probability that
they stay at the same hotel decreases. Only 15.9 % o f the respondents belonged to a
frequent player program in the hotel where they stayed.

Factor Analysis
A principal component factor analysis using varimax rotation was conducted on all
factors for brand loyalty constructs. Factor analysis was employed to examine the validity
o f brand loyalty structure, which consists o f two dimensions: behavioral and attitudinal
brand loyalty. Behavioral dimension includes repurchase intent, volume and frequency,
word-of-mouth, and resistance to change, and attitudinal dimension consisted o f trust,
emotional commitment, and switching costs.
Factor analysis condensed the information contained in these attributes and confirmed
the notion that distinct dimensions existed for each factor. The factor loadings and
eigenvalues for each component are given in Table 14 and Table 15.
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Table 14
Factor Analysis o f Behavioral Brand Loyalty
Factor

Eigen

Percent of

Cronbach

Loading

value

Variance

Alpha

5.633

29.025

.8841

1.866

23.637

.8676

1.256

20.294

.8540

Factor Name

Word-of-Mouth
I have the intention to visit this hotel again.

.691

I take pride in telling other people about my experiences at

.834

this hotel.
I tell other people positive things about this hotel.

.904

I recommend this hotel to friends and relatives.

.913

It would be difficult to change my beliefs about this hotel.

.576

Resistance to Change
I will not change my preference for this hotel even if

.502

others recommend other hotels.
I will not switch to competitors even iff have a problem

.776

with the products/services of this hotel.
I will choose this hotel even if the price increases.

.831

I will choose this hotel even if a magazine had a highly

.754

critical review of this hotel.
I will choose this hotel even if another hotel offered better

.774

features.
Volume and Frequency
When I visit Las Vegas, I routinely stay at this hotel.

.823

I regularly visit this hotel.

.879

I’ve been frequenting this hotel for a long time.

.819
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Table 15
Factor Analysis o f Attitudinal Brand Loyalty
Factor

Eigen-

Percent of

Cronbach

Loading

value

Variance

Alpha

6.945

32.631

.9125

2.467

18.880

.8314

Factor Name

Trust
I trust the management of this hotel.

.808

I am certain the service I receive from this hotel will be

.784

consistent from visit to visit.
If I make a request at this hotel, no matter how trivial that

.713

request might be, it gets taken care of.
If I ask management or an employee a question, I feel they

.799

will be truthful to me.
The communication I receive from this hotel (letters,

.725

promotional material, and advertising) is credible.
The friendliness of the staff in this hotel makes me feel

.755

good.
I enjoy visiting this hotel.

.825

Although there are other hotel alternatives, I still like

.676

going to this hotel.
Staff at this hotel matters to me.

.455

I like the public image that this hotel has.

.679

Switching Costs
Switching to another hotel will probably result in some

.694

unexpected hassle.
I caimot afford the time to get the information to fully

.753

evaluate another hotel.
Learning to use the features offered by another hotel, as

.765
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well as I use this hotel’s features, would take time.
There are a lot of formalities involved inswitching to

.823

another hotel.
Switching to another hotel will probably would mean

.722

losing or replacing points, services, and so on that I have
accumulated from this hotel.
Emotional Commitment

1.268

I am emotionally attached to this hotel.

.881

I have a sense of belonging to this hotel.

.890

11.309

.8993

The result o f factor analysis in Table 14 indicate that behavioral brand loyalty
constructs reduced to three factors from four constructs; the two ‘repurchase intent’ items
were mixed into word-of-mouth and volume and frequency construct respectively.
Overall, 73 % o f total variance was explained for the three constructs o f behavioral brand
loyalty. M ost items loaded heavily on each factor. However, since only one item o f ‘what
percentage o f your overall hotel stays in Las Vegas is with this hotel?’ loaded on one
factor; this item was excluded from the analysis. The item o f “I will not change my
preference for this hotel even if others recommend other hotels” loaded on multiple
factors. Therefore, this item also was removed from the analysis.
Factor analysis for attitudinal brand loyalty bore three factors: trust, switching costs,
and emotional commitment. Interestingly, the ‘trust’ construct includes three ‘emotional
commitment’ items and two ‘switching costs’ items from the original classification o f
attitudinal brand loyalty (see Table 7). Overall, 63 percent o f the total variance was
explained for the three constructs o f attitudinal brand loyalty. Most variables loaded
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heavily on each factor. Thus, 12 items o f behavioral brand loyalty and 17 items o f
attitudinal brand loyalty were included in the analysis.
Reliability tests were performed to assess the quality o f the data and Cronbach’s
alpha values were computed to measure internal consistency and the consistency o f the
responses to all the items in the survey. Cronbach's alpha is the most common form o f
internal consistency reliability coefficient (Cronbach, 1951). The closer the coefficient is
to 1.00, the more internally consistent and reliable the measure (Vogt, 1999). The alpha
coefficients are shown in Table 14 and Table 15. All o f the six constructs show high
alpha coefficient exceeding the minimum standard for reliability o f .70 (Hair, Anderson,
Tatham, & Black, 1998). Therefore, the results indicated that all items were highly
reliable for measuring each construct.

Assumptions
Assumptions check was conducted for both to individual variables (i.e., each
independent variable and dependent variable) and to the relationship as a whole. The
assumptions examined were as follows:
1) Linearity
2) Normality o f the error term distribution
3) Constant variance o f the error terms
Linearitv
The linearity o f the relationship between dependent and independent variables refers
to the degree where the change in the dependent variable is associated with the
independent variables (Hair et al., 1998). This assumption was evaluated by plotting
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residuals against the predicted values. For both to individual variables and to the
relationship as a whole, there were no nonlinear patterns (i.e., curve) in the data.
Therefore, it can be concluded that this assumption is met for the regression in this study.
Figure 3 shows the residuals plot o f all eight independent variables and a dependent
variable.
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Figure 3. Residual plots o f overall regression.

Normalitv o f the Error Term Distribution
Normality, as the most fundamental assumption in regression analysis, refers to the
shape o f the data distribution for an individual variable and its correspondence to the
normal distribution (Hair et ah, 1998). To check this assumption, normal probability plots
were conducted. Figure 4 shows a normal P-P plot o f all eight independent variables and
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a dependent variable. As a result, the assumption was found to be met both for individual
variables and the relationship as a whole.

Norm al P-P Plot of Regression Stand
Dependent Variable: REVPAR
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Ü
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Figure 4. Normal P-P plot o f overall regression.

Constant Variance o f the Error Terms
Homoscedasticity is the assumption that dependent variable exhibits equal levels
o f variance across the range o f independent variables (Hair et ah, 1998). First, to check
whether the variance o f the dependent variable is the same for all values o f the each
independent variable, each scatter plot o f the residuals versus predicted value was
conducted. For each plot, there was no evidence o f residuals that were getting larger (i.e.,
more spread-out) as a function o f the predicted value. Second, a scatter plot o f the
residuals versus predicted value was conducted to evaluate the relationship between eight
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independent variables and a dependent variable as a whole. Since the residuals plot (see
Figure 3) indicates the presence o f unequal variances (i.e., heteroscedasticity), data
transformation was conducted (Hair et al., 1998). Figure 4 shows the plot o f transformed
data (i.e., absolute value o f residuals) versus predicted values.
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Figure 5. Absolute value of residuals versus predicted values.

Figure 5 indicates that the spread o f the residuals was about the same throughout the
plot. Thus, the plots do not suggest violations o f the assumptions o f constant variance o f
the random errors.
Analysis o f residuals provided an analytical tool for examining the appropriateness o f
the regression model. Since all o f the above assumptions in multiple regression are met,
the next section will discuss how w ell the model fits.
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Regression
Multiple linear regression was used to provide information on the relative
contributions o f the independent variables (repurchase intent, volume and frequency,
word-of-mouth, resistance to change, trust, emotional commitment, and switching costs)
in prediction values o f the dependent variable (brand loyalty). A significance level o f p
= .05 was selected as sufficient for this analysis.
The overall hypothesis stated that there was a significant relationship between brand
loyalty and financial performance. Results o f testing this hypothesis are shown in Table
16.

Table 16
Regression ofBrand Loyalty Constructs with Age o f a Property and Development Costs
Variables

Constant
Word-of-Mouth

B

beta

R:

t

27.847

65.465

.871

F

258.840

P

.000*

5.502

.103

3.062

.646

.012

.446

3.500

.066

2.782

Trust

-2.094

-.039

-1.160

.241

Switching Costs

-1.084

-.020

-.849

.397

.874

.016

.660

.510

4.396

.264

9.259

.000*

6.578E-02

.694

23.841

.000*

Resistance to Change
Volume and Frequency

Emotional Commitment
Age o f a property
Development costs

Note. * Significant a tp< .001, ** Significant a tp<.Q5.
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.002**
.656
.006**

As seen in Table 16, the proposed regression model was significant, with an Fstatistic o f 258.840 on 8 degrees o f fi-eedom (p <.001 ). It indicates that the overall
hypothesis is supported; there is a significant relationship between brand loyalty and
financial performance. The predictive ability o f the model was sufficient to identity
statistically significant relationships, with a coefficient o f variation (R^) value o f .871.
This finding means that 87.1 percent o f RevPAR can be explained with 6 brand loyalty
constructs, the age o f a property and development costs.
The beta coefficients indicate which variable has the most impact on a dependent
variable when all independent variables are expressed in standardized form (Hair et al.,
1998). In Table 16, development costs has the biggest value o f .694, followed by the age
o f a property (.264). Therefore, among six independent variables and two control
variables, development costs is the most influential on RevPAR.
The i-statistic and p-value indicate whether the relationship between each construct
and RevPAR is significant. The relationship between word-of-mouth and RevPAR is
significant at an extremely high significant level (p <.001). The relationship between
volume and tfequeney o f purchase over time and RevPAR is also considered significant
at high significant level (p <.05). Since both word-of-mouth and volume and frequency
are behavioral brand loyalty constructs, and found to be significantly related with the
RevPAR, Hza (there is a significant relationship between behavioral brand loyalty and
financial performance) is supported. However, three attitudinal brand loyalty
constructs— trust, switching costs, and emotional commitment— did not have significant
impact on RevPAR (p-value> .05). Therefore, H 2b (there is a significant relationship
between attitudinal brand loyalty and financial performance) is not supported. Therefore,
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it can be concluded that financial performance in hotels is affected by behavioral brand
loyalty more than by attitudinal brand loyalty.
Finally, the regression indicates whether the age o f a property and the development
costs have significant impact on RevPAR. f-v alu e shows that the relationship both
between the age o f a property and RevPAR, and between the development costs and
RevPAR are significant at an extremely high significant level (p <.001 ). Therefore, Hsa
(there is a significant relationship between age o f a property and financial performance)
and Hsb (there is a significant relationship between development costs and financial
performance) are supported.

Summary
In this chapter, results o f this study were reported. Multiple regression analysis
determined that there was a significant relationship between brand loyalty and financial
performance, particularly between word-of-mouth and financial performance and
between volume and frequency and financial performance. The regression results also
indicated that behavioral brand loyalty is significantly related to financial performance at
a highly significant level (p <.001), while attitudinal brand loyalty is not. From this
comparison, it was found that behavioral brand loyalty has more significant impact on
RevPAR than attitudinal brand loyalty does.
Moreover, it was found that the age o f a property and development costs also have
significant impact on financial performance, and these two control variables are most
influential on RevPAR.
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CHAPTER 5

CONCLUSION
This chapter summarizes the findings o f the study. In addition, the implications o f the
research findings and contributions are discussed, and limitations and recommendations
for fixture study are also presented.
The purpose o f the study was to investigate the relationship between brand loyalty
and financial performance in hotels. As independent variables, behavioral brand loyalty
constructs (word-of-mouth, resistance to change; and, volume and fi-equency), and
attitudinal brand loyalty constructs (trust; switching costs; and, emotional commitment)
were used. Two eontrol variables, the age o f property and development costs, also were
used as independent variables. RevPAR was used as a dependent variable, indicating
financial performance in hotels.
The major findings o f the study showed that the proposed overall regression model
was significant; therefore, there was a significant relationship between brand loyalty and
financial performance. Each construct was also evaluated, and the findings were that
word-of-mouth and volume and fi-equency had a significant impact on RevPAR,
respectively. However, resistance to change, trust, svritching costs, and emotional
commitment did not have a significant impact on RevPAR. Therefore, it was found that
there was a significant relationship between behavioral brand loyalty and financial
performance, while the relationship between attitudinal brand loyalty and financial
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performance was found not to be significant. It also can be concluded that behavioral
brand loyalty had a more significant impact on RevPAR than attitudinal brand loyalty did.
Finally, the finding indicates that age o f a property and development costs also had a
significant impact on financial performance, and these two eontrol variables were the
most influential constructs on RevPAR.

Theoretical Implications
There are many studies which define and measure brand loyalty. However, the
content and meaning o f loyalty are so complex that there have been debates among
researchers in defining and measuring it. In general, researchers have divided brand
loyalty into three major dimensions (Javalgi & Moberg, 1997): behavioral (Bass, 1974;
Tranberg & Hansen, 1986); attitudinal (Getty & Thompson, 1994); and composite
(Backman & Crompton, 1991; Baldinger & Rubinson, 1996; Dick & Basu, 1994; Jacoby,
1971).
In the behavior dimensional approach, the individual who buys the same brand is said
to be loyal to this brand. The problem is that this approach considers loyalty behavior as
being inherently inexplicable, or too complex to be comprehended; the number o f
explanatory variables as well as their frequency o f appearance makes any explanation o f
this behavior impossible (Odin, Odin, & Valette- Florence, 2001). The main postulate o f
the attitude dimensional approach is that there exist a limited number o f explanatory
factors generating loyalty; the researcher can isolate these factors and thus can
manipulate them. In the framework o f this approach, the researchers investigate the
psychological commitment o f the consumer in the purchase, without necessarily taking
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the effective purchase behavior into account (Jacoby, 1971). This approach also suffers
from some major drawbacks: it only depends on consumer declarations, not on the
observed behavior. In addition, researchers in this approach use either antecedents or
consequences o f loyalty to measure the former, and not loyalty in itself (Odin et al, 2001).
Brand loyalty is also measured as a composite dimension which is considered more
comprehensive (Backman & Crompton, 1991; Baldinger & Rubinson, 1996; Baloglu,
2002; Day, 1969; Dick & Basu, 1994; Jacoby, 1971). This approach reconciles
behavioral approach and attitudinal approach. Repurchase intent (Anderson & Sullivan,
1993; Woodside, Frey, & Daly 1989), volume and frequency o f purchase over time
(Riley, Niininen, Szivas, & Willis, 2001), word-of-mouth recommendations (Baloglu,
2002; Dick & Basu, 1994; Reichheld, 2003; Rundle-Thiele, 2005), and resistance to
change (Dick & Basu, 1994; Prichard, Havitz, & Howard, 1999; Reichheld, 1996; Taylor,
Celuch, & Goodwin, 2004) were used to explain behavioral brand loyalty. As attitudinal
brand loyalty constructs, emotional commitment (Baloglu, 2002; Bendapudi & Berry,
1997; Bowen & Shoemaker, 1998; Dick & Basu, 1994; Geyskens, Steenkamp, Scheer, &
Kumar, 1996; Mattila, 2001), trust (Aydin & Ozer, 2005; Bowen & Shoemaker, 1998;
Morgan & Hunt, 1994), and switching costs (Bowen & Shoemaker, 1998; Burnham,
Frels, & Mahahan, 2003; Caruana, 2004; Heide & John, 1988; Jarvis & Wilcox, 1977;
Jones, Mothersbaugh, & Beatty, 2000) were employed based on previous studies.
There are numerous studies which measure brand loyalty within the service industry.
However, there are limited empirical studies on the relationship between brand loyalty
and a firm’s financial performance within the hotel industry, even though it is widely
accepted that brand loyalty is a critical component in the financial performance. This
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study has provided strong empirical evidence to show the effects that brand loyalty can
have on finaneial performanee in the hotel industry. This empirical evidence has provided
support for the studies o f Reichheld (1993); Kim, Kim, and An (2003); Kim and Kim
(2004); Smith and W right (2004); and Kroenert, Spalding, Cooper, and Le (2005), which
found the significant relationship between brand loyalty and financial performance in
other industries. The findings also suggest that the age o f a property had signifieant
impact on financial performance. This evidence has been eonsistent with the studies o f
W amick & Company (1999) and O ’Neill and M attila (2006), whieh reported the
signifieant relationship between age o f a property and financial performance in the hotel
industry. Finally, results o f this study have provided strong evidenee in supporting the
study ofY ounes and Kett (2003), which found the significant relationship between the
development costs and financial performance in the hotel industry.
Ultimately, this study emphasized the importance o f measuring behavioral brand
loyalty and attitudinal brand loyalty to better understand and develop a better measure o f
brand loyalty, and to verify that there was a significant relationship between brand loyalty
and financial performance in terms o f RevPAR in hotels.

Practieal Implications
The result o f this study provided several important marketing and strategic
implications for the hotel business. The findings generally confirm the overall hypothesis
that there is a significant relationship between brand loyalty and financial performance.
Therefore, it is very important to serve and keep loyal eustomers eoming baek. Although
building and maintaining a brand loyal customer is erueial for competitiveness in the
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hospitality industry, it is hard to say that hospitality managers are always successful in
ensuring that customers return to their properties (Lewis, Chambers, & Chacko, 1995).
Previous studies showed that customers could easily switch among hotel brands (Warren
& Ostergren, 1990). Therefore, managers should investigate what leads their customers to
be loyal and then determine the components o f their loyalty. In turn, a better
understanding o f the specific constructs that lead customers to be loyal or disloyal can
complete the link between brand loyalty and financial performance. W ithout this
understanding, it is hard for a company to determine the specific actions that are likely to
lead to the greatest loyalty improvements. For example, at one company, improving
product quality may lead to a dramatic increase in brand loyalty. At another company,
improving the quality o f service or support might drive the greatest improvement in
brand loyalty. To make things even more complex, the construets that have the biggest
impact on the loyalty o f a company’s customer base will almost certainly change over
time (Kroenert et al., 2005). Once companies/managers know exactly which constructs
drive the loyalty o f their eustomers, they are put in an excellent position to take actions
and make real improvements. Understanding o f key loyalty drivers leads companies to
begin to take actions by assembling eross-functional teams that develop specific
initiatives designed to make improvements in key areas. Companies should then
incorporate the implementation o f their improvement initiatives into companywide and
individual objectives (Kroenert et al.).
In this study, it is revealed that brand loyalty is best understood as a composite
context represented by two dimensions, behavioral and attitudinal dimensions. The result
implies that hotel firms should significantly consider behavioral brand loyalty when
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attempting to establish definite brand loyalty from the eustomers’ point o f view.
Behavioral brand loyalty is generally considered a repeat purchase behavior and word-ofmouth recommendation under conditions o f strong sensitivity. A hotel guest who tends to
stay at the hotel brands in his/her choice is said to be brand loyal (Odin et al., 2001).
Loyal customers are less likely to switch to a competitor solely because o f price; they
keep buying and using same brand; and they also spread greater positive word-of-mouth
recommendation than comparable non-loyal customers (Dick & Basu, 1994). The result
shows that word-of-mouth recommendation and volume and ffequeney o f purchase make
a significant contribution in improving the financial performance in hotel operations.
Brand loyal customers rarely buy as a simple reaction to the stimulus o f promotion (Kim
et al., 2003). They may be satisfied, have the intention to visit again, or recommend to
others through customers’ learning, which is built up from experience o f various services,
and from other customers’ word-of-mouth recommendation.
Since positive word-of-mouth and volume and frequency o f purchase over time were
found to increase financial performance in hotels, marketers should realize the
importance o f these constructs, develop tools to continuously monitor customers’
perception o f these construets, and try to enhanee the customers’ behavior, particularly in
these areas. For example, selling high-quality products and commanding premium prices
increase the word-of-mouth recommendation, thus developing brand loyalty (Tepeci,
1999). In order to build and maintain a positive word-of-mouth, the promised quality o f
goods or services must be delivered to customers. Having a positive word-of-mouth
increases a firm’s sales and revenue, attracts more eustomers and prevents eustomers
from switehing to competitors.
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Another finding o f this study indicates that other external factors— the age o f a
property and the development costs— can also have a major influence on the relationship
between loyalty and financial performance in hotels. The signifieant eontribution to the
variation o f this relationship may be due to the nature o f the hotel business in Las Vegas.
Las Vegas is a worldwide tourist mecea, and an average over 35 million people (LVCVA,
n.d.) has visited Las Vegas every year sinee 2000. In response to tourists’ market and
tourists’ needs, owners and investors are building newer hotels. Thus, it is easy for
customers to switch to newer hotels equipped with better features.
This study shows that the newer the property and the higher the development costs
are for the hotel, the greater profit the hotel can make in Las Vegas. Therefore, to have
better financial performance in terms o f profitability, the hotel marketers and managers
may consider strategies such as renovation, redecoration or reconstruction, and
reinvestment in the facilities if their hotel is too old to compete with newer hotels. Hotel
renovation is costly and ongoing, but is inevitably essential for hotels to stay active and
alive in the market. Hotel renovation can be seen as those activities associated with the
development and modification o f the hotel's tangible assets used to produce services in
order to keep up with the competition, to maintain or increase market share by satisfying
current or potential customers, to improve the operational efficiency o f the hotel that will
lead to an increase in both productivity and long-term savings in operational expenses,
and to maintain corporate image and standards (Hassanien & Baum, 2002).
In conclusion, in saturated and highly competitive industries such as hospitality, the
key to inereasing and preserving market share is not just winning eustomers, but keeping
them. Brand loyalty is vital, particularly in the hotel industry, because repeat business
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constitutes a large percentage o f room and food sales. Thus, managers should continually
ask themselves, how they can make a loyal customer even more loyal. Tepeci (1999)
suggested the following that may help hotel managers increase their number o f brand
loyal customers; (1) offering added value features and providing high quality service
consistently; (2) keeping in touch with the customers; (3) segmenting customers by their
purchase habits; (4) hiring service-oriented employees; (5) using relationship (database)
marketing and offering frequent guest programs; and (6) building a system that facilitates
organization-wide planning and implementation.
Finally, hotels have to track their progress by measuring brand loyalty again after
their action plans have been implemented. This feedback will indicate how well the
actions were implemented as well as the future direction the hotels need to take.
The results o f this study imply that strong brand loyalty can lead to a significant
increase in revenue, and that a lack o f brand loyalty in hotels may damage potential sales
flow. That is, if marketers in hotels do not make efforts to improve customers’ brand
loyalty, then the marketer may expect declining sales and income over time. Also,
marketers should be concerned with the tangible assets, such as facilities, furniture and
interior designs, as well as intangible assets, since the age of a property and development
eosts are significantly related to financial performance in hotels.

Limitation and Recommendation for Future Research
Several implications for future research work are suggested by the findings, some o f
which are in response to the limitations o f this study. First, this study did not consider
every possible extraneous effect that could affect a firm ’s performance besides brand
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loyalty, the age o f a property and development costs. These factors m ay include sales
promotions, management strategy and product innovation.
Second, future research may include other measures o f financial performance such as
ROE, ROS, GROA (gross return on asset). GOPPAR (gross operating profit per available
room) also can be a good measure o f financial performance in hotel business. It is defined
as total gross operating profit (GOP) per available room per day, where GOP is equal to
total revenue less the total departmental and operating expenses. W hile GOPPAR does
not indicate the revenue mix o f a hotel property, and therefore does not allow an accurate
evaluation o f the room revenue department, it does provide a clear indication o f a hotel's
profit potentials. Furthermore, GOPPAR can, in most cases, better reflect the profitability,
management's efficiency, and underlying value o f hotel properties as a whole (Younes &
Kett, 2005).
Third, because the hotels used in this study were located in Las Vegas, this
information cannot be generalized to all hotels in different locations. Therefore, it is
suggested that future study should be repeated in different areas.
Last, future study may develop a more hybrid and composite seale for approximating
brand loyalty in different sectors o f the hospitality and travel industry, such as restaurant
and airlines. There might be other variables which may explain and describe behavioral
and attitudinal brand loyalty. In light o f these considerations, it is hoped that the findings
o f this study m ay provide a firm basis on which to undertake additional researeh work.
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APPENDIX A
SURVEY COVER PAGE & QUESTIONNAIRE
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UNLV
UNIVERSITY OF NEVADA LAS VEGAS

INFORMED CONSENT
Department of Hotel Administration

Purpose of the Study
You are invited to participate in a research study. The purpose o f this study is to examine
how loyal Strip hotel guests are toward the hotel in which they have ehosen to stay.
Participants
You are being asked to participate in the study because you have stayed at the selected 12
hotels I am studying. The 12 hotels are Bellagio, Circus Circus, Excalibur, Luxor,
Mandalay Bay, MGM Grand, The Mirage, Monte Carlo, New York-New York, Treasure
Island, Venetian, and Wynn Resort in Las Vegas Strip.
Procedures
If you volunteer to participate in this study, you will be asked to do the following: you
will be given a questionnaire consisting o f 31 questions to ask how loyal you are toward
the hotel in which you have chosen to stay.
Benefits of Participation
There may not be direct benefits to you as a participant in this study. However, we hope
to learn how and why people are loyal toward the hotels in which they have chosen to
stay.
Risks of Participation
There are risks involved in all research studies. This study may include only minimal
risks.
Cost /Compensation
There will not be finaneial cost to you to participate in this study. The study will take 10
minutes o f your time. You will not be eompensated for your time. The University o f
Nevada, Las Vegas may not provide compensation or free medieal care for an
unanticipated injury sustained as a result o f participating in this research study.
Contact Information
If you have any questions or concerns about the study, you may contact Dr. Billy Bai at
702-895-4844. For questions regarding the rights o f researeh subjects, any complaints or
comments regarding the manner in whieh the study is being conducted you may eontact
the UNLV Office for the Protection of Research Subjects at 702-895-2794.
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UNLV
UNIVERSITY OF NEVADA LAS VEGAS

INFORMED CONSENT
Department of Hotel Administration
Voluntary Participation
Your participation in this study is voluntary. You may refuse to participate in this study
or in any part o f this study. You may withdraw at any time without prejudice to your
relations with the university. You are encouraged to ask questions about this study at the
beginning or any time during the research study.
Confidentiality
All information gathered in this study will be kept completely confidential. No reference
will be made in written or oral materials that could link you to this study. All records
will be stored in a locked facility at UNLV for at least 3 years after completion o f the
study. After the storage time the information gathered will be destroyed.

Participant Consent:
I have read the above information and agree to participate in this study. I am at least 18
years o f age. A copy o f this form has been given to me.
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Brand Loyalty Questionnaire
Please circle which hotel you are currently staying at:
Bellagio, Circus Circus, Excalibur, Luxor, Mandalay Bay, MGM Grand, The Mirage,
Monte Carlo, New York-New York, Treasure Island, Venetian, Wynn Las Vegas.
How satisfied are you with this hotel for the current stay?
□ Very Dissatisfied

□ Dissatisfied

□ Neither

□ Satisfied

□ Very Satisfied

Please indicate your level of agreement with the following statements.
S tro n g ly

S tro n g ly
D is a g re e

A g re e

1

1 h a v e th e Intention to visit th is h o tel a g a in .

1

2

3

4

5

2

W h e n i visit L a s V e g a s , i ro u tin eiy s ta y a t th is h o te i.

1

2

3

4

5

3

i re g u ia rly visit th is h o tel.

1

2

3

4

5

4

h a v e b e e n fre q u e n tin g th is h otel fo r a long tim e .

1

2

3

4

5

5

1 t a k e p rid e in telling o th e r p e o p le a b o u t m y e x p e r ie n c e s a t th is h o tel.

1

2

3

4

5

6

1 tell o th e r p e o p le p o sitiv e th in g s a b o u t th is h o te l.

1

2

3

4

5

7

I re c o m m e n d th is h o tel to frie n d s a n d re la tiv e s.

1

2

3

4

5

8

it w o u ld b e difficuit to c h a n g e m y b e lie fs a b o u t th is h o te l.

1

2

3

4

5

9

1 will n o t c h a n g e m y p r e f e r e n c e fo r th is h o tel e v e n if o th e r s re c o m m e n d o th e r h o te is .

1

2

3

4

5

1 0 1 will n o t sw itc h to c o m p e tito rs e v e n if 1 h a v e a p ro b le m w ith t h e p ro d u c ts /s e r v ic e s
o f th is h o te l.

1

2

3

4

5

11 1 will c h o o s e th is h o te l e v e n If t h e p rice I n c re a s e s .

1

2

3

4

5

12 1 will c h o o s e th is h o te l e v e n If a m a g a z in e h a d a h ig h ly critical re v ie w o f th is h o tel.

1

2

3

4

5

1 3 1 will c h o o s e th is h o te l e v e n If a n o th e r h o tel o ffe re d b e tte r f e a tu r e s .

1

2

3

4

5

1 4 1 tr u s t th e m a n a g e m e n t o f th is h o tel.

1

2

3

4

5

1 5 1 a m c e rta in t h e s e r v ic e 1 re c e iv e from th is h o tel will b e c o n s is te n t from visit to visit.

1

2

3

4

5

1 6 if 1 m a k e a r e q u e s t a t th is h o tel, n o m a tte r h o w trivial th a t r e q u e s t m ig h t b e , it g e ts
t a k e n c a r e of.

1

2

3

4

5

1 7 if i a s k m a n a g e m e n t o r a n e m p lo y e e a q u e s tio n , 1 fe e l th e y will b e truthful to m e .

1

2

3

4

5

1 8 T h e c o m m u n ic a tio n 1 re c e iv e from th is h o tel (le tte rs , p ro m o tio n a l m ate ria l, a n d
a d v e rtis in g ) Is c re d ib le .

1

2

3

4

5

19 1 a m e m o tio n a lly a tt a c h e d to th is h o tel.

1

2

3

4

5

2 0 1 h a v e a s e n s e o f b e lo n g in g to th is h o te l.

1

2

3

4

5

21 T h e frie n d lin e s s o f t h e s ta ff in th is h o tei m a k e s m e fe e l g o o d .

1

2

3

4

5

2 2 1 e n jo y visiting th is h o te i.

1

2

3

4

5

2 3 A lth o u g h t h e r e a r e o th e r h o te l a lte rn a tiv e s , I still like g o in g to th is h o tel.

1

2

3

4

5

2 4 S w itc h in g to a n o th e r h o te l will p ro b a b ly re s u lt in s o m e u n e x p e c te d h a s s le .

1

2

3

4

5

2 5 I c a n n o t a ffo rd t h e tim e to g e t t h e in form ation to fully e v a lu a te a n o th e r h o tel.

1

2

3

4

5

2 6 L e a rn in g to u s e t h e f e a t u r e s o ffe re d b y a n o th e r h o te l, a s w ell a s I u s e th is h o te l's
f e a u tu r e s , w o u ld t a k e tim e .

1

2

3

4

5
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2 7 T h e r e a r e a lot o f fo rm a litie s invo lv ed in sw itc h in g to a n o th e r hotel.

1

2

3

4

5

2 8 S w itc h in g to a n e w h o tei will p ro b a b ly w o u ld m e a n lo sin g o r re p la c in g po in ts,
s e r v ic e s , a n d s o o n th a t 1 h a v e a c c u m u la te d from th is h o tei.

1

2

3

4

5

29 Staff at this hotel matters to me.

1

2

3

4

5

1

2

3

4

5

V e ry Little
1
2

3

4

A Lot
5

30

I like the public image that this hotel has.

31 W h a t p e r c e n ta g e o f y o u r o v e ra ll h o tel s ta y s In L a s V e g a s is w ith th is h o te i?

Demographics
Please tell us about yourself.
1. Your gender? □ Male
2. Your age?
□ Under 20
□ 40-49

□ 20-29
□ 50-59

□ Female

□ 30-39
□ 60 and above

3. What is your marital status?
□ Single □ Married □ Divorced

□ Separated

□ Widowed

□ Others

4. What is the purpose o f your stay?
□ Business
□ Vacation
□ Other (Please specify);
5. About how many times have you stayed at this hotel in the past two years including this visit?
_________ time(s).
6. About how many times have you come to Las Vegas in the past two years including this visit?
________ time(s).
7. What is your ethnicity?
□ Caucasian
□ African-American
□ Native American
□ Hispanic
□ Asian
□ Other:________________
□ Decline to answer
8. What is your approximate total household income (before taxes)?
□ $20,000 and under
□ $20,001-$35,000
□ $35,001~$50,000
□ $50,001-$65,000
□ $ 65,001-$80,000
□ $80,001 and over

9. Are you currently U.S. resident?

□ Yes

□ No

10. Do you belong to any "frequent player" programs at LV hotels?
If yes, please indicate which hotel(s)' program do you belong to.

□ Yes
□ No
_____________________

Thank you for your time and cooperation!
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